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Only STEEL can do so many jobs so well 


Sakae 


A Happy Marriage took place when 
housewares and USS Stainless Steel 
found each other. And today, you get 
the benefit of the mating . . . pans, pots 
and other household articles that are not 
— bright and beautiful in appearance 
and virtually indestructible, but easy to 
clean and safe, too . . . because this shin- 
ing metal is so easy to keep free from 
contamination. 


This trade-mark is your guide to quality steel 


SEE THE UNITED STATES STEEL HOUR. 
It’s a full-hour TV program presented every 
other week by United States Steel. Consult 
your local newspaper for time and station. 


Something New for Snow or Mud. When 
the going gets tough in deep snow or 
mud, the motorist’s life-saver now is fre- 
quently these new tire traction clips of 
heavy wire, which clip easily to tires, 
furnish grip enough to get you out of 
trouble, and are then simply removed by 
prying. Clips are made by American Steel 
& Wire Division of U.S. Steel. 


Steel Takes to the Air. In Arizona, there’s a sandy 
river bed where flash floods frequently occur. A gas 
pipe line had to cross the river bed. So, to avoid the 
flash flood danger, the 30-inch welded gas pipe line 
took to the air for 1020 feet. Pipe and supporting 
structure were fabricated and erected by U.S. Steel. 


Everybody Knows the progress American railroads 
e 


have made in their passenger services these past years 
... inspite of arbitrary limitations. But it is not so well 
known that their freight services have been making 
enormous progress, too .. . as witness the 170,000 
modern freight cars like this that have been built with 
USS Cor-TEN Steel in the past 20 years ...a high 
strength steel that allows freight cars to carry more 
payload and last longer with lower maintenance cost. 


UNITED STATES STEEL 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh 30, Pa. 


AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL . . CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING . . NATIONAL TUBE 
OIL WELL SUPPLY . . TENNESSEE COAL & IRON . . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 


UNITED STATES STEEL HOMES, INC. - 


UNION SUPPLY COMPANY - 


UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 4-2025 
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iagton Square, New York, one of the activi- 
ties of the Washington Square Association, 
an organization of householders and some 
business firms — including local branches 
of New York banks and trust companies — 
which works for the improvement of the 
neighborhood. The Association, formed in 
1906, holds one annual meeting of the 
entire membership, and functions through 
its board of directors and its executive 
secretary, Elsa Gray Steinert. The Christ- 
mas Tree program was inaugurated 31 
years ago. The Association purchases the 
tree and ornaments, and the City erects 
it and carries the electricity cost. Some 1500 
people gather on Christmas Eve for carol 
singing, led by three trumpeters and a local 
minister, who stand in the delivery truck 
loaned by grocer Mike Brignole and driven 
to and from the tree by another volunteer 
businessman. Membership fees range from 
$10 a year to a $500 life membership, but 
much of the work of the Association is ac- 
complished by gaining the cooperation of 


various City Departments. 
Photo from Washington Square Association 








Entered as second-class matter February 6, 1939, at the post office at New York, N. Y., under the Act of 
March 3, 1879. Additional entry at Paterson, N. J., July 23, 1936. 
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CORRESPONDENCE 


Trustee Stockholdings 


The schedule of Regional Stock- 
holder Meetings has now been com- 
pleted and I am looking over the ques- 
tions which came in. Your question was 
as follows: “To what extent is General 
Mills stock owned by institutional in- 
vestors, .particularly fiduciaries (includ- 
ing nominees of banks and trust com- 
panies) ?” 


Approximately 14% of our common 
stock is held by institutional investors: 
trust companies, etc. About 17% of 
our 5% preferred is similarly held and 
about 10% of the 334% convertible 
preferred. 


¢ Harry A. Bullis, 
Chairman of Board 
General Mills, Inc. 


Minneapolis 


Shocking Response 


In my work as a free lance writer, I - 
often find it necessary to send out in- ‘ 
quiries for information from various 
sources. The replies I get are usually of 
two types. Either they are completely 
irrelevant to my questions or they add 
just a fragment or two to what I al- 
ready know. 


Which brings me to your letter of 
Sept. 2, replying to my questions about 
the Common Trust Fund. Your answer 
was right to the point. It was thorough, 
without being long-winded. It was 
prompt, sensible, and clear. 


This was such a shock, such a pleasant 
change for me that I felt impelled to 
send this special thank-you note. 

Bernard Weissman 


Los Angeles, Cal. 


Cooperating with President 


I want to thank you for the fine co- 
operation that you have given me and 
the American Bankers Association dur- . 
ing my term of office as Vice President 
and President. Your publication does a 
most constructive job and makes a fine 
contribution to banking. 


Everett D. Reese, 


President, Park National Bank 
Newark, Ohio 
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our “family” of correspondent banks 


throughout the country and the world: 


We extend to you not merely greetings of the 
season —and every good wish for personal happi- 
ness and business success in the year to come — 
but our thanks for the warm relationship that 


you have brought to our common undertakings. 


The First National Bank of Chicago 


Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


TRUSTS AND ESTATES 
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THE ADMINISTRATION'S MONETARY AND DEBT 
MANAGEMENT POLICIES are on the grill in 
subcommittee hearing of Congressional 
Joint Economic Committee. A majority of 
eight experts upheld general policy, with 
minority dissent voiced on timing and 
effects of specific Federal Reserve ac- 
tions. Unanimous criticism greeted the 
open market policy of Chairman Martin 
which limits operations to the Treasury 
bill sector . . . Secretary Humphrey's 
early December doubts of meeting 1956 
budget forecast probable repeal of auto- 
matic corporation and excise tax reduc- 
tions scheduled for next April lst. 






OPPORTUNITIES IN LIVING TRUSTS are stimu- 
lated by the new rules governing income 
taxation of short-term trusts. In a com- 
prehensive analysis (page 1078) William E. 
Murray, whose committee had much to do 
with the formulation of the pertinent 
provisions of the 1954 Code, outlines the 
present conditions for preventing taxation 
of the income to the creator of the trust, 
and points out the pitfalis to be avoided 
in the selection of the trustee and the 
powers entrusted. 


The D-J INDUSTRIAL AVERAGE has topped 
the 1929 high. Largely a theoretical ab- 
Straction due to dissimilar conditions, 
this penetration nevertheless demonstrates 
underlying confidence in the national econ- 
omy. With no indication of deterioration 
in calibre of ownership and lacking evi- 
dence of a declining corporate earnings 
trend, continuing pressure of investment 
funds — especially institutional -- could 
Spell still higher levels. December 9th 
volume of over 4 million shares was the 
best in nearly four years and Wall Street 
is anticipating a Happy Christmas. 


STOCK PURCHASE PLANS must be collec- 
tively bargained, according to a recent 
ruling by the National Labor Relations 
Board. This decision, which still further 
extends the scope of subjects on which em- 
ployers must bargain with their employees’ 
representatives, is discussed in Samuel 
Ain's pension column (page 1088). 
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WHAT PUBLICITY CAN BE GIVEN COMMON TRUST 
FUNDS? There is a proper and desirable 
area in which trust institutions can and 
should inform their customers, inquirers 
and others as to their Common Trust Fund. 
Such Funds are, of course, available only 
for investment of trusts created for bona 
fide purposes and the Trust idea -=- not 
the Fund -~ is the subject to be featured 
in selling. Description of its function, 
uses and content, however, is entirely in 
the realm of approved practice, as illus- 
trated by the statements and reproductions 
of publicity published in the survey just 
completed in cooperation with the fidu- 
ciary and banking officials concerned. 
(page 1072) 


SUBSTANTIAL. ESTATE TAX REFUNDS will 
accrue to many estates if timely action is 
taken under a New York law passed this 
year. The claims would arise by virtue of 
the fact that the tax on contingent inter- 
ests was paid at the highest applicable 
rate whereas the actual devolution of the 
interest incurred a lower levy. The situ- 
ations and opportunities are outlined at 
page 1084 by Joseph F. McCloy and Esther 
Glantz. 


ESTATE AND GIFT TAXES TOTALLING $12,- 
325,000,000 have been collected by the 
Federal government since 1901, or 1.9% 
of total revenues from 1901 through 1953. 
Beginning with collections of $18 million 
in the first decade, estate and gift taxes 
in 1953 are running at the rate of $8.9. 
billion for the current decade, or 1.2% 
of all budget receipts. Highest ratio was 
5.5% in the decade 1931-40. 


AUTOMATION IN INDUSTRY is increasing 
productivity per worker to such an extent 
that "Social wisdom is called for to match 
scientific advances," according to Walter 
Reuther, president of the C.I.0. in his 
annual convention address. Spectacular 
developments, first seen in the public 
utility and oil industries, have also heen 
reported in other lines of manufacturing, 
bring vast opportunities for high -- and 
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wide -- living standards, as well as 
potential employment problems. Whether 
this technology will disadvantage or aid 
small business is another question. Social 
and wage legislation will be given im- 
petus, as automation progresses, with 
further demands for government aid and 
favored position for pressure-groups. 
Unless primary consideration is given to 
Stabilizing and lowering consumer prices, 
Some industries may, like coal, find them- 


selves priced out of the market, and the 
general public become the victim of in- 
flated living costs. 


OIL AND NATURAL GAS INDUSTRY LEADERS 
score federal price control: at the well 
when destined for interstate sale. The 
Supreme Court's decision in the Phillips 
Petroleum case will undoubtedly bring 
consideration of corrective legislation 
in the next Congress. 





500 Years b5-fore lo re 4 


Throughout the Chris- 
tian world Christmas has 
come to be the greatest 
of all days in our life, this 
year and every year and is accorded respect by the 
fine people of all other beliefs. It is the immortality 
of its cause that has given it immortality in our 
hopes, for no matter what devilishness we mortals 
have brewed, we are reminded that the spirit of the 
Prince of Peace prevails. 





It was not always so. The celebration. of Christ- 
mas as an international unity of thought did not 
come until five hundred years after the birth of 
Christ ... half a millenium of learning to under- 
stand its significance. The idea was too great for 
little minds and hearts to easily grasp and to believe, 
struggling as they were in ignorance, in isolation, 
in bondage of intolerant law or custom. 


Unlike the old rites that provided excuse for 
mundane pleasures or worship of the local and 
ephemeral masters of the time, Christmas tells us 
again and again the story of our opportunity to 
achieve a more useful future, consider where we 
have been and where we are going. 


The rush of daily work too often crowds out the 
little courtesies and thoughtful acts that give such 
work its real purpose, and a pleasant flavor. 
Christmas reminds us, however, that “Life is not 
so short but there is always time for courtesy.” 
Emerson’s comment has a particular application 
to our business as well as our social life, for it is 
in the former that we can so largely affect the 
attitude and enjoyment of others. 


Those serving in fiduciary or other positions of 
stewardship have exceptional opportunity for 
considering and protecting the human values for 
which the financial arrangements were created. 
Perhaps as we draft our annual reports for 1954 
we can show some of the human side of our business 
by looking behind the cold figures and give some 
examples of the personal and civic services per- 
formed. Many a school, church, hospital, play- 
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ground or library has been built with estate funds 
administered by the “soulless corporation” or the 
august lawyer. Many a young boy or girl has been 
advised and guided in the absence of their parents, 
helped to develop some talent or find a congenial 
job. How many guardianships — for veterans and 
minors — have had the same care as the millionaire’s 
trust fund? To how many community projects have 
you and your associates given your own time or 
your organization’s facilities? Here is “giving” in 
the Christmas spirit, carried through the year. 


And so we of TRusts AND EsTaTEs are reminded 
of the humanities that make our work gratify- 
ing, of the kindly words and acts of our friends 
who, in finance or industry, are the Trustees of so 
great a share of the “gifts” which people have 
made for the protection of their loved ones and 
the betterment of their communities. And because 
Christmas was the time of gladdest tidings, we 
wish a Merry Christmas to our friends with happy 
memories and a New Year with enough time 
for the niceties of living. 





Model Christmas Village on exhibit at the main office of Chase 

National Bank of New York. This village was constructed by 

the members of the bank’s Guard Department in their spare time 

after hours. Measuring 13 x 6 ft., it was started 10 years: ago and 

first placed on exhibit five years ago. Since then it has been 

a popular element of the bank’s Christmas activities with new 
features being added every year. — 
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Here is a quick way to help your clients 


id examine their Wills before they are put to 
<b the inevitable trial of administration. 
or By checking a short series of questions 
‘ they can see the reasons why they 
led should consult you about needed changes 
ds before it is too late. 
F so 

You may have any number of these 
use folders without charge simply by calling 
bby HAnover 2-4600 (or writing) and 


asking our Trust Department for them. 


This is a small illustration of our 
readiness to work with you to solve the 
many estate problems that face your 


clients. May we be of service? 


United States Crust Company 
of New York 


CHARTERED 1853 
45 Wall Street, New York 5, New York 


Member Federal Deposit Insurance Corporation 
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HE AGGREGATE VALUE OF HOLDINGS 
ir Common Trust Funds is now well 
past the Billion dollar mark, serving 
more than 50,000 trust accounts. What 
was only an idea twenty-five years ago 
seems destined to play a leading role 
in corporate fiduciary service, as it en- 
ables trust institutions to extend their 
services to trustors, present and pros- 
pective, for funds of a few thousand to 


$100,000. 


This. development has been achieved 
with a minimum of publicity, primarily 
through personal explanation of the ad- 
vantages of such Funds to present trus- 
tors and beneficiaries and estate at- 
torneys. In trying to observe proper re- 
strictions by the Federal Reserve author- 
ities, however, most banks have been 
following a narrow or negative legal 
interpretation of the Federal Reserve 
Board regulations. There is no evidence 
to indicate that the Board of Governors 
desires to impose a straitjacket on in- 
formative advertising and publicity, but 
rather to assure adherence to sound 
policies of trusteeship, distinction of 
such Funds from Investment Company 
or Mutual Fund operations, and avoid- 
ance of competition based on limited 
performance records. 


This study has been undertaken to 
clear the air of prevalent misunderstand- 
ings and pave the way for a full and 
clear exposition of the proper objec- 
tives, methods, features, channels and 
uses of the Common Trust Fund. It 
should be the duty as well as the privi- 
leg of any properly qualified bank to 
bring to the attention of its customers 
and community an understanding of 
how its service can be helpful to those 
in need of building, protecting and gain- 
ing best usage of their estates and trus- 
teed savings. 


What the Regulations Say 


The erroneous belief that the func- 
tions or advantages of the Common 
Trust Fund cannot or should not be ad- 
vertised or publicized probably stems 
from an overly-cautious or technical in- 
terpretation, by some trust banks or their 
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Common Trust Fund PUBLicity 


OPPORTUNITIES AND CAUTIONS 


A Review by the Editor of Trusts and Estates 


counsel, of that part of Section 17 (Sub- 
section A.) of Regulation F which reads: 


“... the term ‘Common Trust Fund’ 
means a fund maintained by a na- 
tional bank exclusively for the collec- 
tive investment and reinvestment of 
moneys contributed thereto by the 
bank in its capacity as trustee, ex- 
ecutor, administrator or guardian. . 
. . for the investment of funds held 
for true fiduciary purposes; and the 
operation of such’ Common Trust 
Funds as investment trusts for other 
than strictly fiduciary purposes is 
hereby prohibited .... The trust in- 
vestment committee of a bank oper- 
ating a Common Trust Fund shall 
not permit any funds of any trust to 
be invested in a Common Trust Fund 
if it has reason to believe that such 
trust was not created or is not being 
used for bona-fide fiduciary purposes. 


“A bank administering a common 
trust fund shall not, in soliciting busi- 
ness or otherwise, publish or make 
representations which are inconsistent 
with this paragraph or the other pro- 
visions of this regulation and, sub- 
ject to the applicable requirements of 
the laws of any State, shall not ad- 
vertise or publicize the earnings real- 
ized on any common trust fund or the 


value of the assets thereof.” (our 
italics) 
The reference to “earnings” and 


“value” had also been clarified in a 
Statement of Policy by the Executive 
Committee of the American Bankers As- 
sociation, cited by Magruder Wingfield— 
formerly of counsel for the Federal Re- 
serve Board—in his address at the 1946 
Mid-Winter Trust Conference (p. 197 
T.&E. Feb. °46). This Statement, he 
said, “recognizes that it is appropriate 
for a trust institution to advertise that 
it operates a common trust fund and to 
outline its uses and advantages,” if it 
is made. clear that the use of the fund 
is limited to trusts for bona fide pur- 
poses. The Statement further specified: 


“A trust institution maintaining a 
common trust fund should so phrase 
its advertising that the public will 
not be encouraged to make compari- 
sons between the results obtained by 
different trust institutions, particu- 
larly with respect to unit values and 








income yields, since such emphasis by 


competing trust institutions might 
tend to result in a less conservative 
investment management of such 
funds. A common trust fund should 
be offered only as a facility for rend- 
ering trust service.” 


The further prohibition against pub- 
lishing or authorizing the general publi- 
cation of the annual report of a common 
trust fund is designed to preclude pub- 
licity of unit values or income yields 
and not to prohibit inspection, upon re- 
quest, by interested parties to a trust. 
No official objections have been made 
to publishing the total assets, number of 
accounts or investment composition of 
such funds. Presumably such data can 
also be shown to trust prospects, or their 
representatives, (observing caution 
against “publication”) else such with- 
holding be considered a restraint on con- 
duct of, services which the bank is au- 
thorized to provide to the public. 


The Federal Reserve regulations are 
necessarily designed to specify the con- 
ditions under which Common Trust 
Funds may qualify fur exemption from 
taxation per se, to carry out the stipula- 
tions recited in Sect. 169 (now 584) of 
the Internal Revenue Code. 


Thus, trust institutions are bound to 
restrict, under present regulations, the 
use of Common Funds to trusts created 
for bona fide fiduciary purposes and 
not as media for investment manage- 
ment accounts, such as may be implied 
when no individual remaindermen or 
successor life tenants are named. It is 
not always possible for either trustee or 
trustor to read the future so clearly that 
the trustor can decide whether a revoc- 
able or irrevocable trust is best suited. 
But the acceptance of a trust should 
depend on its being an essential part of 
the settlor’s estate plan. 


The Common Trust Fund should not 
be publicized as an investment per sé, 
but rather as a means for collective in- 
vestment of accounts “held as trustee, 
executor, administrator or guardian,” 
up to the amount of $100,000 (or what- 
ever lower state limit may obtain). The 
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iwo fundamental objectives of the Reg- 
ulations which qualify Common Trust 
Funds for exemption from taxation as 
an entity are: 


1. Definition of the Fund as a ve- 
hicle for trust investment rather than as 
a purchasable or negotiable investment 
or instrumentality. 


2. Availability of the Fund only to 


“bona fide” trust accounts. 


Here is an example of the wrong pub- 
licity approach, as it emphasizes the 
use of the Common Fund as an invest- 
ment medium, and subordinates the 
Trust to the Fund: 


Our common trust fund offers a 
means whereby you may obtain the 
advantages of broadly diversified in- 
vestment even though you are a small 
investor and have as little as $5,000. 

You can, for example, create a trust 
with us and through it enjoy the ad- 
vantages of diversifications heretofore 
possible only with very large holdings. 
In addition to the benefits to be de- 
rived from expert investment manage- 
ment, there are other ways in which 
a trust may be of help to you. We’ll 
be glad to discuss our trust services 
with you. 


Another bank’s advertisement refers 
to the infinite promises of the new prod- 
ucts and inventions generated out of 
War developments, and asks 


“Will yeu profit from these? There’s 
a way: Start now to build your es- 
tate in an America that must be 
nothing but great. Buy War Bonds. 
Save. Buy life insurance. Create a 
trust for your own and your family’s 
future. 

“A small trust provides an ideal 
starting point for men of modest 
means and the Discretionary Com- 
mon Trust Fund enables us to make 
available to small trusts a flexibility 
and investment diversification not 
previously possible . . . . with the 
main objective, of course, reasonable 
and stable rate of return.” 


The suggestion of the four avenues of 
building and protecting one’s estate are 
most pertinent and should be appreci- 
ated by the U. S. Treasury Dept., Sav- 
ings bankers and Insurance companies. 
The opening sentences, however, may 
imply a use of the trust device only for 
capital appreciation, as an investment 
account. contrary to the emphasis 
properly put in the latter part on use 
of the Trust for conservation. 


The trust institution is not a reposi- 
tory for cash or an issuer of securities. 
Its function is to hold and invest assets 
for specific trust purposes, subject to 
distribution only upon the eventuation 


DECEMBER 1954 


of conditions originally recited in the 
trust instrument. Ordinarily these events 
hinge upon the life of the trustor or 
certain named beneficiaries, or passage 
or arrival of a prescribed time. 


Certainly, trustees do not desire tem- 
porary or “in-and-out” accounts, can- 
not afford to handle or invest them, 
and would not be serving their given 
function. 


Circumstances may force or induce 
the trustor to revoke a trust before the 
conditions can be fulfilled, as an insur- 
ance policy may have to be cashed 
before maturity, but the specified intent 
of benefit to other than the trustor is 
the best visible mark of the bona: fide 
trust. 


Since the public generally does not 
have a clear conception of the “trust” 
function, it is also necessary that both 
trust institutions and investment com- 
panies — for many years confusingly 
called investment “trusts’”—clearly dis- 
tinguish between the two types of ser- 
vice. The former cannot issue or make 
a market for individual or “package” 
securities, and the latter cannot hold 
title or perform the transmission of 
assets as executor or trustee. Publicity, 
personal or general, must give no impli- 
cation to the contrary. 


Objectives and Audiences 


A natural starting point in formula- 
ting policy as to advertising or publicity 
is the delineation of the objectives to be 


sought and of persons properly con- 


cerned. There are four categories of “in- 
terested parties” : 


1. Trustors and Beneficiaries: Dis- 
closure of pertinent information as to 
the operating results and status of the 
Fund and its participants, as through 
annual audited reports, and such in- 
terim or additional data as may be re- 
quested, is the primary concern. This 
applies also, of course, to co-trustees. 


COMMON TRUST FUND. 
SMALLER TRUST ACCOUNTS 
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2. Prospective Trustors: Such in- 
formation as given to present partici- 
pants would seem appropriate to pro- 
vide to those who contemplate creation 
of an eli.ible trust or authorization of 
investment of an existing trust in the 
Fund, to enable them to judge its de- 
sirability. But yield and unit value in- 
formation is required to be handled 
on a personal or individual basis. 


3. Professional Advisers: Estate at- 
torneys in particular, as well as invest- 
ment counsellors, accountants and 
others—including many life under- 
writers—who are concerned with es- 
tate analysis, have or should have a 
natural interest in the workings of these 
Funds, that they may best serve their 
clients. Corporations with modest-sized 
Pension or Profit-Sharing Trusts in- 
vested via the Common Trust Fund may 
also wish to make data thereon available 
to employee participants. 


4. Public: Observing the present 
proscription as to unit values and in- 
come yields, it appears that there are 
many légitimate aspects of public inter- 
est herein. As a method which is or can 
be of aid to millions of people, from 
orphans with a few thousand dollars 
inheritance, employees with an interest 
in a pension trust or veterans with a 
guardian account, to individuals and 
institutions who stand to benefit from 
trust protection, its modus operandi and 
condition of such Funds are matters of 
proper concern to Government, Press 
and general public. 


The Common Trust Fund makes avail- 
able certain advantages, such as diversi- 
fication, continual supervision, concen- 
trated research and review, heretofore 
generally available only to the wealthy 
trustor. The popular delusion that trus- 
teeship is “For Millionaires Only” can 
be corrected. The attraction of surplus 
savings into trust funds, with estate 
planning, should provide increasing 


A BOON [0 SMALLER IRUSIS 
ONE INVESTMENT PORTFOLIO 


City National Bank & Trust Co., Kansas City 
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protection and productivity for many 
additional thousands of individual and 
institutional beneficiaries—a truly de- 
mocratizing influence. 


Type of Information 


Within the frame-work of these ob- 
jectives and the chartered powers of 
fiduciary institutions, what are the 
points of information which lend them- 
selves to constructive and informative 
publicity? Just as the lack of public 
and even professional understanding 
has been a serious deterrent to estab- 
lishment of new funds or may be to 
growth of existing ones, so is the public 
presentation of newsworthy or useful 
information a necessary stimulus to ful- 
filling the potentials inherent in a Com- 
mon Fund for trust investment. 


In the first place, we should remember 
that the “composite” fund idea is not 
new and untried, but has its roots deep 
in industrial and mercantile history, 
and is the basis of all insurance. The 
diversification of risk against perils of 
the sea — without which trade could 
not have prospered since earliest times 
—was summarized in Shakespeare’s 
classic, “The Merchant of Venice”: 


“ ,.. and I thank my fortune for 
my ventures are not in one bottom 
trusted nor to one place; nor is my 
whole estate upon the fortune of the 
present year.” 


In industry today, it is the mature 
corporation with diversity of interests, 
markets and facilities that gains greater 
investor confidence. The principle un- 
derlying metal alloying, and more re- 
cently the vast plastics industry, is one 
of synthesizing from numerous elements 
the properties of restricted natural prod- 
ucts to meet a variety of needs and 
achieve new combinations of strength. 
Money is a synthesis of values represent- 
ing a nation-wide variety of products 
and properties and gains its value there- 
from. And the inadequacies of either 
“physical security” or “speculations” to 
protect or promote wealth by themselves 
is chronicled in the story of the talents, 
and cited by eminent commentators of 
the ages, as in Francis Bacon’s essay, 


“Of Riches”: 


“He that resteth upon gains cer- 
tain shall hardly grow to great riches. 
And he that puts all upon adventures 
doth oftentimes break, and come to 
poverty; it is good therefore to guard 
adventures with certainties that. may 
uphold losses.” 


Precautions and Prohibitions 


The functions of Trusteeship — to 
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preserve, not to create, wealth — must 
not be lost to view in policy or publicity. 
But since preservation of purchasing 
power as well as of dollar value is a 
desirable objective, and since there is 
no “gains certain” medium of invest- 
ment, the balancing of dollar security 
with diversified “calculated” risk of 
equity security has become generally 
recognized as prudent and protective, 
where needs and obligations are not at- 
tainable with fixed dollars. The Com- 
mon or Composite Trust Fund should, 
therefore, never be advertised as a means 
of assuring capital gains or increasing 
the principal value. 


Caution is also necessary in describ- 
ing the role of such Funds as to income. 
No implication can be made that in- 
come will necessarily be enlarged there- 
by; the judicious diversification between 
fixed-income and equity-income rather 
provides a two-way balance between 
economic conditions on one side, and 
monetary stability or instability on the 
other. 


A cardinal rule to follow in any pub- 
licity, or solicitation, concerned with 
Common Funds, is to put the primary 
emphasis on the service or uses of the 
Trust. The Fund is simply a method by 
which certain advantages are made 
available to trusteeship accounts that 
would otherwise be too small or ex- 
pensive to administer to mutual benefit. 
While it is entirely proper — and de- 
sirable — to inform bank customers or 
the public of the features of a Common 
Trust Fund, no impression should be 
given that the fiduciary is selling the 
Fund itself, either as a medium of in- 
vestment management or as a service to 
other than present trust customers or 
those who set up an account for fiduci- 
ary purposes. Smaller pension trusts, 
also, can properly be invested in such 


Funds. 


Any publicity on unit values or in- 
come yields of individual Common 
Trust Funds is strictly proscribed by 
regulations of the Board of Governors of 
the Federal Reserve Board, however, on 
the basis that comparisons may be mis- 
leading and may also encourage a com- 
petition for capital gains or over-reach- 
ing for income. The distinctions between 
Legal and Discretionary type Funds, 
differences in investment policies of the 
various banks, and in the time of start- 
ing of the Fund or participation of the 
trust accounts therein, operate to make 
across-the-board comparisons between 
Fund values and yields either difficult 
or inapplicable in specific instances. 


Also, yields to individual accounts will 
vary with the date of participation or 
entry. The objective of this restriction 
is certainly a proper one, not only for 
the governmental authorities but also 
for the trustee. 


Heretofore the trust business has been 
in a unique and difficult position of be- 
ing unable to answer the legitimate 
query of a patron or prospect as to the 
performance of funds under its care. 
The differing conditions of individually 
invested accounts have made a categori- 
cal answer impossible or individual rec- 
ords inconclusive, with the result that 
the inability to give reply may appear 
as evasiveness. Proper data on Com- 
mon Trust Funds could provide bank 
trustees, for the first time, with a com- 
posite or average record of performance. 
Banks operating such Funds generally 
know what others in the field are doing, 
and the main concern as to performance 
records would appear to be the preclu- 
sion of prospective trustors’ judgment 
on this basis alone or primarily. Some 
bankers, however, say they would not 
have established a Common Trust Fund 
if such data were a required or general 
publicity practice. 


The advertisements reproduced in 
this article have been chosen not only 
for their advertising merit, but also with 
a view to indicating the various ways 
in which the advantages of the Common 
Trust Fund can be effectively presented 
within the spirit and letter of the Fed- 
eral Reserve regulations. 


Proper Media and Examples 


PAMPHLETS: The descriptive book- 
let or pamphlet is the primary tool for 
cultivating understanding of what the 
Common Trust Fund is and does. It 
should be brief enough to hold reader at- 
tention to the main points, written in lan- 
guage clear to layman or professional, 
comprehensive enough to distinguish its 
special function or purpose and rela- 
tionship to trust accounts, and to differ- 
entiate it from a “mutual fund” or other 
purchasable entity—and from an invest- 
ment agency. The Safe Deposit & Trust 
Co. of Baltimore (now Mercantile-Safe) 
uses this technique and makes a key dis- 
tinction, in an introductory question- 
and-answer paragraph entitled: 

“Is a Common Trust Fund like an 

Investment Trust? 


“No. Unlike Investment Trusts, 
whose shares may be purchased by 
anyone in the open market, participa- 
tions in a Common Trust Fund are 
available only to bona fide trust es- 


(Continued on page 1117) 
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BANKS IN ALL PARTS OF THE COUNTRY 
HAVE BEEN HANOVER CORRESPONDENTS 


An Alabama Bank President’s opinion: 


“It’s always a pleasure to be able to discuss bank investments 
with you and also investment policies. The Hanover, in my 
opinion, is one of the best operated banks in the country and you 
have been most helpful always in your comments and suggestions.” 


A Bank Is Known By The Correspondents It Keeps 


THE HANOVER BANK 


Member Federal Deposit Insurance Corporation 
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Investments and Taxes Feature 
New Jersey Trust Conference 


The organizational details, aims and 
present status of the Mutual Bank In- 
vestment Fund established to serve New 
York State trust institutions lacking 
adequate investment facilities were re- 
viewed by Charles W. Buek, vice presi- 
dent, United States Trust Co. of New 
York, at the 26th annual Trust and 
Banking Conference of the New Jersey 
Bankers’ Association, held at Asbury 
Park, November 17-18. As chairman 
of the committee developing this pro- 
ject for the past three years, Mr. Buek 
is particularly cognizant of the prob- 
lems inherent in setting up this new 
vehicle which has been planned to 
avoid double taxation to participants, 
segregate investment duties in the 
hands of the fund management and, 
operating on a non-profit basis, provide 
these services at an estimated initial 
cost of around 3/10 of 1% of princi- 
pal, which figure will probably de- 
cline with rising asset volume. The 
nine members of the board of directors, 
selected by regions, will serve without 
recompense. Mr. Buek expressed the 
confidence of its organizers in the bene- 
fits which experienced management can 
bring to joint supervision of these 
funds as compared with the present 
problem of investing small separate 
units. 





Completion of the new Turtle River Toll 
Bridge near Brunswick, Ga., was insured 
recently when a check for $6,650,000 was 
delivered to Harvey Hill, vice president and 
general trust officer of Citizens & Southern 
National Bank in Atlanta, trustees and pay- 
ing agents for the State Toll Bridge Author- 
ity. Mr. Hill (right) shown here being con- 
gratulated by DeNean Stafford, member of 
the three-man authority. Mr. Hill received 
the check in New York City from Byrne 
& Phelps, Inc., and Associates, purchasers of 
the bonds issued by the State Toll Bridge 
Authority to complete the project begun 
in 1948, which will provide a modern four- 
lane highway bypassing Brunswick for 
through taffic between Florida and cities 
along the Atlantic Coast. 
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The other featured speaker on the 
trust section of the program was Sam- 
uel J. Foosaner, of the Newark firm of 
Foosaner & Saiber, who is Federal Tax 
Editor of Trusts anp Estates. His 
topic was “Estates and Trusts under the 
1954 Internal Revenue Code,” High- 
lighting the liberalizing changes made 
by that law, Mr. Foosaner pointed to 
the elimination of the dual estate tax 
rate structure, the simplification of the 
marital deduction both with respect to 
legal life estates and trusts, modern- 
ization of the previously-taxed-property 
treatment, modification of annuity tax- 
ation and codification—with generally 
favorable changes—of the Clifford Doc- 
trine. These revisions in the taxation 
of income from short-term trusts espe- 
cially present an excellent opportunity 
for fiduciaries to offer inter vivos trust 
service. 


A A A 


New England Trust Conference 
Held in Boston 


The 21st New England Trust Confer- 
ence, meeting in the Hotel Statler in 
Boston on December 10, heard William 
B. Lochman, trust officer of Harvard 
Trust Co., Cambridge, discuss the de- 
velopment of an accounting system for 
a small trust department. He explained 
the point at which mechanization can 
be profitably introduced, the transition 
to it, and the types of machines adapt- 
able to present and future trust opera- 
tions. 


Various business indexes were evalu- 
ated for the Conference by Martin R. 
Gainsbrugh, chief economist of the 
National Industrial Conference Board. 
He explained how to follow and inter- 
pret the indexes in formulating and 
maintaining a successful trust invest- 
ment policy. 

“The New Massachusetts Rule against 
Perpetuities” was discussed by W. Bar- 
ton Leach, Story professor of Law at 
Harvard Law School, Cambridge, Mass. 
Professor Leach was one of the drafts- 
men of the statute. 


A AA 


Trust Earnings Surveyed 


Data on the sources of income and 
expenses of trust departments in the 
Twelfth District, compiled by the Fed- 
eral Reserve Bank of San Francisco in 
cooperation with the California Bankers’ 
Association, reveal that in 1953 the 24 
institutions analyzed had net earnings 
before income taxes equivalent to 


16.5% of total income. Classified by 





amount of gross trust department in- 
come, the banks in the $100,000-299,- 
000 category made the best net show- 
ing, with 27% of gross. 


In releasing the figures, the Reserve 
Bank cautions that these are average 
ratios and do not necessarily define 
ideal operating standards but rather 
composite experience. In addition to 
the accompanying table, the Bank also 
prepared a chart for 11 banks showing 
income and expenses as a percentage 
of total income in each account. 


Sources of Trust Department Income and 
Expenses! as Percentage of Total Income 
of 24 Twelfth District Banks in 1953 


Range by 
All _ size of gross 
banks trust earnings 
INCOME2 


From court trusts: 


Probate estates 16.5 13.8 - 18.7 
Trusts under decree _._ 16.0 9.3 - 20.9 
Guardianships —____. 5.0 2.7- 95 
Other court trusts. 0.6 0.5- 0.7 
Total court trusts —_. 38.1 36.6 - 39.7 
From private trusts: 

Trusts under agreement 33.5 22.9 - 41.5 

Agency and custody — 17.1 8.8 - 25.5 

Total private trusts __. 50.6 48.4 -52.1 

From corporate trusts: 

Trusts under indenture. 2.6 13- 4.4 

Stock transfer and 

registration — 5.0 0.4- 9.8 

Other corporate trust 

sccommts  ____. 3.7 0.1- 9.9 

Total corporate trusts . 11.3 8.2 - 13.6 

EXPENSES? 

Salaries and wages: _. 55.9 50.9 - 59.6 
SS eae 21.0 15.9 - 28.6 
a 34.9 29.9 - 40.4 

Employee benefits? ___ 38 2.9- 5.0 


Occupancy of quaters — 4.5 37- 33 
Furniture and equip- 


MONE: Meee 14 0.6- 2.2 
Postage and supplies _. 2.5 2.0- 3.1 
Telephone and telegraph 0.9 0.7- 1.1 
Avating —§._... 1.6 l.1l- 2.6 
Directors’ and trust 

committee fees —_ 0.6 0.2- 1.0 
Legal and professional 

_ eee 0.6 0.3- 1.0 
Information services _. 0.5 0.4- 0.7 
Examinations ________- 0.5 0.3- 0.6 


Other direct expenses — 2.5 13- 3.3 
Expenses Before 


Overhead __. 75.3 66.9 - 83.8 
ne 8.2 5.5-118 
Total Operating Cost _ 83.5 73.0 - 95.6 
TRUST DEPARTMENT 

NET EARNINGS 
(before income taxes). 16.5 4.4 - 27.0 


1Percentages are arithmetic averages of individ- 
ual bank ratios. The operations of each bank, re- 
gardless of size, have equal weight in determining 
the percentages in this report. 


2Items within each classification are adjusted to 
compensate for those trust departments which did 
not give a breakdown on these items. 


8Pensions, social security, insurance. 
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A. B. A. Trust Division 
Committee Chairmen Named 


President George Barclay has an- 
nounced the following appointments as 
chairmen of American Bankers Associa- 
tion Trust Division committees, including 
a new committee on Handling Businesses 
in Trust. 


Common Trust Funds: Charles F. 
Zukoski, Jr., senior vice president and 
trust officer, First National Bank, Birm- 
ingham, Ala. 


Corporate Trust Activities: James T. 
Harrigan, vice president, The Hanover 
Bank, New York 


Costs and Charges: Aurie I. Johnson, 
vice president, First Trust & Deposit 
Co., Syracuse, N. Y. 


Employees Trusts: Wallis B. Dunckel, 
vice president, Bankers Trust Co., New 
York 


Fiduciary Legislations Jackson S. Hut- 
to, trust officer, Guaranty Trust Co., 
New York 


Handling Businesses in Trust*: Arthur 
B. Pfleiderer, vice president, Detroit 
Trust Co., Detroit 


Operations for Trust Departments: 
Joseph T. Keckeisen, vice president and 
secretary, First National Bank, Chicago 


Relations with the Bar: Don H. Mc- 
Lucas, vice president, Northern Trust 
Co., Chicago 


Relations with Life Underwriters: 
Merritt H. Perkins, trust officer, Colo- 
rado National Bank, Denver 


Relations with Supervisory Authori- 
ties: William G. Cleaver, vice president 
and trust officer, First National Bank & 
Trust Co., New Haven, Conn. 


Taxation: Carysle A. Bethel, senior 
vice president and trust officer, Wachovia 
Bank & Trust Co., Winston-Salem, N. C. 


Trust Education: Clarence D. Cowdery, 
vice president, Boatmen’s National Bank 
of St. Louis 


Trust Information: Floyd L. Dwight, 
vice president and trust officer, First Na- 
tional Bank, Minneapolis 


Trust Investments: Robert Coltman, 
vice president, Philadelphia National 
Bank 


Trust Personnel: Norman McClave, 
Jr., vice president, Northern Trust Co., 
Chicago 


Trust Policies: James M. Trenary, vice 
president, United States Trust Co., New 
York 


*The original nominees to this new committee 
are: Clarence D. Cowdery, vice president, Boat- 
men’s National Bank, St. Louis; Reese H. Harris, 
Jr., sr. vice president, Connecticut Bank & Trust 
Co., Hartford; J. R. Johnson, vice president and 
trust officer, Bank of America N. T. & S. A., Los 
Angeles ; Charles Weston, vice president, Old Col- 
ony Trust Co., Boston; and John C. Whitten, vice 
president, First Trust Co., Lincoln, Neb. 
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NO IVORY TOWER, THIS... 


Far be it from us to be “far from the madding crowd’s ignoble strife.” 
We're located right in the heart of the nation’s financial center, right 
on top of the latest developments in business, industry, and finance. 
We've specialized in the business of managing money for individuals 
and corporations for more than 130 years. 


Fine, but what does this do for you? Just this. It enables us to provide 
one of the best Investment Advisory Services you can buy. It’s the kind 
of thorough-going, reliable service that 
eliminates the worry usually associated 
with ownership of a portfolio valued at 
$75,000 or more. 


Our new illustrated booklet gives you 
the story quickly and easily. If you would like 
a complimentary copy just say the word, 
by mail, telephone, or personal call. 

The booklet is called “How To Get The 
Most Out of Your Investments.” 


City Bank Farmers Zust Company . 


CHARTERED 1622 


22 William Street, New York 
Midtown Office: 640 Fifth Ave. (at 51st Street) 


Affiliate of The National City Bank of New York 
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Short-Term Trusts 


NEW TAX LAW EXTENDS SCOPE OF USE 


WILLIAM E. MURRAY 
Member of the New York Bar; 


Chairman, Committee on Taxation of Income of Estates, Trusts, Beneficiaries 
and Decedents, of the Taxation Section, American Bar Association 


I’ 1940, THE SUPREME CouRT HAND- 
ed down its decision in Helvering 
v. Clifford (309 U. S. 331) which held 
that the income of the trust was tax- 
able to the grantor for the reason that 
he had retained a bundle of rights 
(consisting of a reversion of corpus 
after 5 years, income payable to a 
family member and extensive admini- 
strative powers) which in effect were 
grec’er in value to the grantor than the 
mere loss of legal and equitable title 
to the corpus and the income there- 
from. 


Clifford was followed by a spate of 
decisions, and the shrewdness of the 
Treasury in picking Clifford as its 
stalking horse soon was demonstrated. 
For the three items that had constituted 
a bundle of rights became isolated in 
many of the cases that followed, with 
the result that any one of them could 
produce a Clifford-like result. Each part 
became equal to the whole. A trust 
having one or more of the bundle of 
rights became generally known as a 


Clifford trust. 


The Treasury then set itself to writ- 
ing definitive regulations. These went 
far beyond the scope of the decisions 
and instead of ending “uncertainty and 
confusion” as the Treasury hopefully 
labeled their intention, they merely 
served up a modern Scylla-and-Charyb- 
dis dilemma to the harried taxpayer. 
To ignore the Regulations was to invite 
certain litigation; to follow their re- 
strictive provisions was to give up vol- 
untarily many of the advantages of the 
flexible trust device. The certainty that 
was desired was not attained because 
of conflicting court decisions. Moreover, 
the riature and importance of the sub- 
ject matter seemed to warrant its inser- 
tion in the statute itself. The Internal 
Revenue Code of 1954 presented that 
opportunity. 








Copyright 1954 by William E. Murray. This ar- 
ticle is reproduced with permission from The Irv- 
ing Lawyers’ Letter, published monthly by Irving 
Trust Company of New York. 
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Statutory Criteria 


The new statutory provisions are a 
compromise between the Treasury view- 
point and the viewpoints of the three 
major professional groups which have 
worked longest in this field: The Com- 
mittee on Taxation of Income of Estates, 
Trusts, Beneficiaries and Decedents of 
the Taxation Section of the American 
Bar Association; the American Law 
Institute; and the Association of the 
Bar of the City of New York. Repre- 
sentatives of these groups met finally 
on April 11, 1953 and reached sub- 
stantial agreement on major changes 
in the taxation of income of estates 
and trusts including codification of a 
modified version of the Clifford Regu- 
lations. The Legal Advisory Staffs of 
the Treasury Department and the Joint 
Committee in making their recommend- 
ations to Congress adopted in large 
part the drafts of the A.B.A. and A.L.I. 
which dealt comprehensively with this 
area. 


While the statutory criteria for de- 
termining taxability under the Clifford 
doctrine follow the pattern of the Regu- 
lations, nevertheless there is a system- 
atic alleviation of the harsher restric- 
tions and a delineation between permis- 
sible (tax-immune) and _ prohibited 
(tax-imputing) powers of grantors. 


In general, the grantor of a trust is 
taxed if he retains certain: 


(1.) reversionary interests (Sec- 
tion 673); 
(2.) powers to control beneficial en- 
joyment (Section 674); 
(3.) administrative 
tion 675); 

(4.) powers of revocation (Section 
676*); or 

(5.) if the income therefrom may 
be used for his benefit (Section 677*). 


powers (Sec- 


These prohibited powers of domin- 
jon and control over the trust are dis- 


*Discussion of these sections, as well as Section 
678 dealing with trusts taxable to persons other 
than grantor, is not reprinted here.—Ed. 


cussed separately under the various 
sections’ headings which follow the dis- 
cussions of Sections 671 and 672. 


Section 671—Certain Grantors 
Taxed as Owners 


A basic principle of Federal income 
taxation is that the owner of property 
is taxable on the income which the 
property produces. This section states 
as a general rule that where the grantor 
or another person is regarded as the 
owner of any portion of a trust because 
of his possession of certain powers over 
its income or corpus prohibited by this 
Subpart E of Subchapter J of the 
1954 Code, the income, deductions and 
credits therefrom shall be included in 
computing the taxable income and 
credits of such person. If only a portion 
of a trust falls under this Subpart, only 
such portion is taxable under these 
rules. Any remaining portion of the 
trust is subject to the rules governing 
ordinary trusts which are found in 
Subparts A through D. The same rule 
existed under the old law with respect 
to revocable trusts but in that situation 
the “portion” was easier to ascertain. 
See Regulations 118, Section 39.166-1 
(b) (last paragraph); Elsie C. Emery, 
(CCA Ist, 1946) 156 F.2d 728. 


The really new contribution of this 
section is the clear statement that in- 
come taxation of short-term and con- 
trolled trusts on the grounds of domin- 
ton and control shall be governed solely 
by Subpart E and not by Section 61 
(old Section 22(a)) or any other pro- 
vision of the Code. 


Prior to the enactment of the 1954 
Code, it was definitely established that 
Supplement E of the 1939 Code, which 
contained Sections 161 through 172, 
dealing specifically with trusts, did not 
furnish the full statutory framework for 
taxation of trusts. The Treasury could 
always resort to 22(a) if it felt that the 
grantor had retained excessive powers 
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even though individually they were not 
prohibited by the Regulations. Since 
each case stood on its own facts, pre- 
cedents had little value and careful 
draftsmen’ were impelled to limit the 
grantor’s powers more severely than 
was strictly necessary, perhaps. The al- 
ternative was to risk litigation with un- 
certain results. Now, the full statutory 
framework covering income taxation of 
trusts on the grounds of dominion and 
control has been included in Subpart E 
and regardless of the combination of 
rights, powers and privileges held by 
any person, such person will not be 
taxable with the income of the trust un- 
less he holds a power or right expressly 
prohibited by one of the sections of 
this Subpart. 


Section 672—Definitions of 
Various Terms 


There are several new terms used in 
connection with short-term and con- 
trolled trusts throughout this Subpart. 
In general, the definitions of these terms 
are designed to aid in brevity, not effect 
substantive change — yet, some sub- 
stantive changes are produced thereby. 
The three terms defined by this sec- 
tion are: (1.) adverse party; (2.) non- 
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adverse party; and (3.) related or sub- 
ordinate party. These definitions are 
designed to apply where a power is 
held by some person other than the 
grantor whose actions may be attribu- 
ted to the grantor. 


Under the old Regulations, as under 
the new statutory definition, a bare 
legal interest, such as that of a trustee, 
was considered neither substantial nor 
adverse (Regulations 118, Section 39. 
166-1). Therefore, a power held by a 
trustee was considered neither substan- 
tial nor adverse to the grantor’s inter- 
est. Thus was subservience imputed by 
negation. More positively, if the trustee 
had a certain family or business rela- 
tionship to the grantor, he was consid- 
ered a “related or dependent trustee,” 
subservient to the grantor’s wishes, and 
his powers were imputed to the grantor. 


The Courts’ decisions here were, in 
general, contrary to the Regulations 
(e.g., Helvering v. Bok, (CCA 3rd, 
1942) 132 F. 2nd 365; John Stuart, 
(1943) 2 TC 1103) but litigation was 
virtually certain if the Regulations were 
not followed. 

Under the new Code, as under the 
old law, a power is not attributed to the 
grantor when held by a person who has 


How families lose thousands of dollars 
through Joint Cenancy... 


This is the title of the most popular booklet 
the City National Bank and Trust Company of 
Chicago has published recently. The second printing 


is now off the press. 


You are welcome to copies—without obligation. 


AND TRUST COMPANY of Chicago 
208 SOUTH LA SALLE STREET 
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a substantial beneficial interest in the 
trust property which is adverse to the 
interest of the grantor. Such a person 
is defined in subsection (a) as an “ad- 
verse party.” A “nonadverse party” is 
defined in subsection (b) as any per- 
son not having an adverse interest, i.e., 
a person having no substantial beneficial 
interest in the trust property which in- 
terest would be lessened by the grantor’s 
exercise of a power. These definitions 
replace the references in the old Code 
and Regulations to persons “having a 
substantial adverse interest.” They at- 
tempt to specify persons whose interests 
in the trust are such that the person is 
not likely to bow to the wishes of the 
grantor in respect to the exercise of a 
power which such person holds. 


The interest involved in the definition 
is a “beneficial” interest, which is more 
inclusive than an “economic” interest. 
Consequently, in some instances a 
party may be treated as adverse in the 
beneficial sense where it is not he but 
his close relatives who will be eco- 
nomically affected. Moreover, a party 
will be treated as adverse not only where 
it is the exercise but also where it is 
the non-exercise of his power which 
would produce the adverse effect. This 
provision would include a_ situation 
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where the party has a power to demand 
payment of income or corpus to himself 
or his wife. A general power of appoint- 
ment is considered a substantial bene- 
ficial interest. 


A “related or subordinate party” has 
been defined to include the grantor’s 
spouse (if living with the grantor) and 
certain enumerated relatives (parents, is- 
sue, brother and sister). It also in- 
cludes employees of the grantor or of a 
corporation in which he is an execu- 
tive; also a corporation or an employee 
thereof in which the stock holdings of 
the grantor and the trust are significant 
from the viewpoint of voting control. 
All these are parties who might be con- 
sidered unduly responsive to the 
grantor’s wishes. An “adverse party” 
cannot be a “related or subordinate 
party” as his beneficial interests are dif- 
ferent from the grantor’s and are as- 
sumed to override his natural respon- 
siveness to the grantor’s desires. 


Under the old Regulations, and some 
say the law, a power held by the 
grantor’s spouse or certain other related 
or subordinate parties might have been 
attributed to the grantor solely by reason 
of the relationship. However, in John 
Stuart, supra, the Tax Court refused to 
consider a wife and brother as “de- 
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pendent” trustees, the opinion stating 
(p. 1112) : “It would have been an abuse 
of their discretionary powers under the 
trust indentures if they allowed peti- 
tioner to impose his will upon them. In 
the absence of evidence, it would be 
unjustifiable to impute such an abuse 
to them.” Nevertheless, Subsection (c) 
provides that subserviency will be pre- 
sumed unless the party is proved to be 
nonsubservient by a preponderance of 
the evidence. 


Subsection (d) contains the rule that 
a person shall be considered to have a 
power even though the exercise thereof 
is subject to a precedent giving of notice 
or takes effect only on the expiration of 
a certain period of time after the exer- 
cise of the power. This provision, which 
is similar to that contained in the old 
Regulations, is designed to prevent cir- 
cumvention through the use of contin- 
gent powers such as reserving or grant- 
ing a power to a nonadverse party to 
act after advance notice of a year and 
a day. See Langley v. Commissioner, 
(CCA 2d, 1932) 61 F. 2d 796. 


The rule under the Clifford regula- 
tions, that the capacity in which a power 
is held shall not matter, is not speci- 
fically included in this Statute. However, 
the Committee Reports suggest, and the 
new Regulations will probably provide, 
that even though a person holds a power 
in the capacity of a trustee, he is as- 
sumed to hold that power individually 
except where the pertinent section states 
otherwise, as in Section 674(d) and 
675(4). Despite this rule, the capacity 
in which a person acts remains relevant 
to the determination under State law of 
the scope of the powers which he holds. 


The old Code and Regulations did not 
contain clear provisions for situations 
where a power is held by several persons 
jointly. An attempt has been made 
throughout the various sections to clarify 
the applicable rules. Thus, in Sections 





1875 





674 and 677, certain powers are taxable 
where exercisable “without the approval 
or consent of any adverse party.” Under 
this language, it is intended that the 
Section will not apply if the power can 
be exercised only by the unanimous 
agreement of trustees one of whom is an 
adverse party. Similarly, if a majority 
or two-thirds vote of the trustees con- 
trols, then the Section will apply if the 
grantor and a non-adverse party con- 
stitute a majority or two-thirds of the 
trustees. If an adverse party has a veto 
power, even if his active consent is not 
necessary to the exercise of the power, 
the grantor will not be taxable. 


In the Administrative Powers Section 
675, it is provided that if “a power of 
administration is exercisable in a non- 
fiduciary capacity by any person with- 
out the approval or consent of any per- 
son in a fiduciary capacity,” the grantor 
shall be taxed as the owner of that 
portion of the trust. Whether the per- 
son acts in a fiduciary capacity or in 
such a manner as to benefit the grantor 
individually rather than the beneficiaries 
of the trust is determined under State 
law. 


Section 673—Reversionary 
Interests 


The addition of this section to the 
Code is a reversal of 20 years of Con- 
gressional policy favoring a generalized 
treatment under old Section 22(a) for 
short-term trusts rather than specific 
treatment under separate provisions such 
as was accorded revocable trusts under 
old Section 166 and trusts for the benefit 
of the grantor under old Section 167. 
The theory that the shortness of the 
term alone imparts control in the grantor 
of a trust sufficient to tax him with the 
income thereof has been cited with ap- 
parent approval in numerous cases 
(Commissioner v. Barbour, 122 F.2d 
165 (CCA 2d, 1941), Commissioner v. 
Jonas, 122 F.2d 109 (CCA 2d, 1941), 
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“You see ...I told you this outfit is one 
of the biggest law firms in the country!” 


Helvering v. Elias, 122 F.2d 171 (CCA 
2d, 1941) ) but has been rejected equal- 
ly as strongly in others (Commissioner 
v. Clark, 202 F.2d 94 (CCA 7th, 1953) ; 
Farkas v. Commissioner, 170 F.2d 201 
(CCA 5th, 1948); Central Nat. Bank 
of Cleveland v. Commissioner, 141 F.2d 
352 (CCA 6th, 1944); Helvering v. 
Bok, 132 F.2d 365 (CCA 3d, 1942) ). 


The Regulations, borrowing from the 
more favorable decisions, provided that 
a reversion in the grantor within 10 
years, standing alone, or reversion with- 
in 15 years (an arbitrary concept) when 
coupled with certain administrative 
powers over the trust property (now 
itemized in Section 675(4)) was “a 
control of the trust so complete that he 
is still in practical effect the owner of 
its income.” (Regulations 118, Section 
39.22(a)-21 (C)). Similarly, here in 
the Second Circuit, there is a series of 
decisions which suggest that only if 
the term is as long as 10 years is the 
factor of administrative control im- 
portant, as within that period the short- 
ness of the term alone is sufficient to 
tax the grantor. But, definiteness under 
the Code is a relief after the vagueness 
of the old Regulations and decisions. 


The provisions of the new Code differ 
from the Clifford Regulations in several 
important respects. Section 673(a) con- 


tains the general rule that a grantor is 
not taxable as to income by reason of a 
reversionary interest in either the corpus 
or the income of an irrevocable trust 
unless the reversion may occur within 
10 years from the date of the transfer in 
trust. 


In addition, Subsection (b) provides 
a special rule under which income of 
a short-term trust which is irrevocably 
payable to a designated church, hospital 
or educational organization for at least 
two years is not taxable to the grantor. 
However, an earlier Section (170) of 
the new Code provides that a taxpayer 
who, after March 9, 1954, transfers 
property to such a short-term charitable 
trust is denied a deduction for the value 
of the property if at the time of the 
transfer the value of the reversionary 
interest exceeds 5 per cent of the value 
of such property. 


In addition to the reversionary inter- 
ests permitted in Subsections (a) and 
(b) after definite periods of 10 and 2 
years, respectively, Subsection (c) states 
that the grantor shall not be taxed merely 
because he has retained a reversionary 
interest which is to take effect at the 
death of the person or persons to whom 
the income is payable. This is applica- 
ble even though the life expectancy of 
the income beneficiary is less than 10 
years at the date of the transfer in 
trust. Here again: the emphasis on 
definiteness. 


Under the new law, as in the Clifford 
Regulations, postponements or exten- 
sions of the term of a reversionary trust 
are rendered ineffective to relieve the 
grantor from tax. The law provides 
(Subsection (d) ) that any postponement 
of the term is considered a new transfer 
in trust commencing with the date on 
which the postponement is effected and 
ending with the new postponed date. 
However, income for any period shall 
not be taxed to the grantor by reason 
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of such postponement if the income 
would not be taxable to him in the ab- 
sence of such postponement, 


For example, if a 10 year reversionary 
trust (otherwise qualifying) is extended 
for 2 more years at the end of 9 years, 
the tax treatment resulting is the same 
as creating a new 1 year trust effective 
at the end of the original term. The 
grantor is not taxable on the income of 
this new trust for the first year because 
he would not have been taxable under 
the original trust. But after the original 
10 year term he is taxable for the re- 
maining year. However, the grantor 
would not be taxable on the income of 
the trust if he extended its term, at any 
time during the life of the trust or on 
its termination, for the lifetime of the 
income beneficiary. 


Section 674—Power to Control 
Beneficial Enjoyment 


This new section:is by far the most 
important addition to the law relating 
to the taxation of income of trusts. The 
Supreme Court has held, and few would 
dispute, that “The power to dispose of 
income is the equivalent of ownership 
of it.” Helvering v. Horst, 311 U.S. 112, 
118 (1940). Powers commonly reserved 
or granted include the power to dispose 
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of income within a family unit and the 
power to withhold income from or dis- 
tribute principal to a certain member 
of that unit. All of these powers, with 
certain limited restrictions, can now be 
exercised by the grantor’s designated 
trustees and, in certain more limited in- 
stances, by the grantor himself without 
the grantor becoming subject to income 
tax. 


The general rule set out in Subsection 
(a) remains the same as under the old 
law, namely that the grantor shall be 
taxed with the income of an irrevocable 
trust in which he retains control of the 
beneficial enjoyment of the corpus or 


eereee esses eesseeseessesseeserserserseeseesees 


ihe income therefrom. But the excep- 
tions from the general rule of certain 
powers enumerated in Subsection (b) 
through (d) do much to alleviate the 
strictness of this rule. 


The exceptions to the general rule are 
divided inio three classes of powers in 
terms of who may exercise them: 


(1.) those exercisable by any per- 
son, whether in a fiduciary or non-fi- 
duciary capacity, including the grant- 
or or persons who would be consid- 
ered related or subordinate trustees; 


(2.) those exercisable by independ- 
ent trustees (none of whom can be 
the grantor and no more than half 
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of whom are related or subordinate 
trustees subservient to the grantor); 
and 


(3.) those exercisable by trustees 
other than the grantor or grantor’s 
spouse, but including all other per- 
sons who would be considered related 
or subordinate trustees. 


Powers Exercisable by any Person 


(Section 674(b)) 


The first class of powers (exercisable 
by any person) is itself divided into 
present and future powers: 


(A) Present Powers: 
(1.) to apply income to support of 
a dependent [Section 674(b)(1)]; 


(2.) to allocate income or corpus 
among charitable beneficiaries [Sec- 
tion 674(b) (4)]; 


(3.) to distribute corpus to benefi- 
ciaries with certain restrictions [Sec- 
tion 674(b)(5)]; 

(4.) to withhold income temporarily 
[Section 674(b)(6)]; 


(5.) to withhold income during 
legal disability or minority [Section 
674(b)(7)]; 


(6.) to allocate receipts and dis- 
bursements between corpus and in- 
come [Section 674(b)(8)]. 


(B) Future Powers: 


(1.) to change allocation of income 
by will [Section 674(b) (3)]; 


(2.) to change allocation of in- 
come after a 10-year period [Section 
674(b)(2)]; 

(3.) to add after-born or after- 
adopted children to named benefici- 
aries or to a class of beneficiaries 
designated to receive the income or 
corpus. [Sections 674(b) (5-7) (ce), 


(d)]. 


Power to Support Dependent: Inas- 
much as a power to apply income to the 
support of a dependent of the grantor 
would subject the grantor to tax under 
the general rule of this section as well 
as under the general rule of Section 
677(a), the exception contained in Sec- 
tion 677(b) that such income is taxed 
only to the extent it is actually used to 
support a dependent is provided in Sec- 
tion 674 as well. 


Power to Allocate Among Charitable 
Beneficiaries: A power to shift the in- 
come or corpus among charitable bene- 
ficiaries when such interests are ir- 
revocably payable to charitable entities 
will not cause the income to be taxable 
to the grantor as such power cannot re- 
sult in economic gain to the grantor. 


Power to Distribute Corpus: A powet 
to distribute corpus to beneficiaries un- 
der certain conditions may also be held 
by any person (including the grantor) 
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without subjecting the grantor to tax. 
The condition, in the case of both in- 
come and corpus beneficiaries, is that 
the power to distribute corpus must be 
limited by a reasonably definite standard 
set forth in the trust instrument. How- 
ever, even though no such standard for 
distribution of corpus 4s provided in the 
case of a current income beneficiary, the 
power to distribute may be held by any 
person if the distribution to the bene- 
ficiary must be charged against the pro- 
portionate share of corpus held in trust 
for the payment of income to such bene- 
ficiary. This proportionate share limita- 
tion is designed to insure that the 
grantor, through a power to invade 
corpus, may not in effect allocate income 
among beneficiaries. It should be noted 
that under the Clifford Regulations a 
grantor’s power to distribute corpus to 
the income or corpus beneficiaries was 
not limited to just a “reasonably definite 
standard” but to the more restrictive 
“needs and circumstances of the bene- 
ficiaries.” The change in this provision 
made by the 1954 Code, in addition to 
being more liberal, encourages flexibil- 
ity in drafting to meet a wider range 
of circumstances. 


Power to Withhold Income Tempor- 
arily: One of the most important excep- 
tions to the general rule (that the grantor 
of a trust, whatever the duration, is 
taxable with the trust income if he re- 
tains the beneficial enjoyment of the 
corpus or income) relates to certain 
restricted powers in any person, includ- 
ing the grantor, to withhold income from 
any current income beneficiary and ac- 
cumulate it for such beneficiary. 


This power of retention and accumu- 
lation applies to income payable to a 
beneficiary before the beneficiary attains 
the age of 21 years or during any other 
legal disability, and allows such accumu- 
lated income to be added to corpus even 
though the accumulated income will not 
ultimately be paid to the beneficiary 
from whom it was withheld. 


In the case of all other current income 
beneficiaries, any person (including the 
grantor) may be empowered to with- 
hold and accumulate income provided 
the accumulated income must ultimately 


be payable: 


(1.) to the beneficiary from whom 
distribution is withheld, his estate, or 
his appointees under a power of ap- 
pointment either general or exclud- 
ing no more than himself, his cred- 
itors, his estate and its creditors, or 


; (2.) on termination of the trust, or 
in conjunction with an intermediate 
distribution of corpus which is aug- 
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mented by such accumulated income, 
to the current income beneficiaries in 
irrevocably specified shares, or 


(3.) to alternate takers (other than 
the grantor or his estate) whose 
shares have been irrevocably speci- 
fied, in default of appointment or 
failure to survive the date fixed for 
distribution, if such date may reason- 
ably be expected to occur within the 
lifetime of the current income bene- 
ficiary. 


Power to Allocate Receipts or Dis- 
bursements: The power to allocate re- 
ceipts or disbursements between corpus 
and income is a power which is normal- 
ly granted to a trustee in order that ap- 


propriate trust accounting principles 
may be followed. This exception is de- 
signed to insure that such a power, if 
vested in any person (including the 
grantor in either a fiduciary or non- 
fiduciary capacity) will not be con- 
strued as a power to determine beneficial 
enjoyment of income or corpus. 


Reversionary Power to Dispose of In- 
come: A power which can be exercised 
by any person (including the grantor) 
to dispose of the income of a trust after 
the expiration of a period specified in 
Section 673 (ten years, the death of an 
income beneficiary or two years for cer- 
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“The Purse Company has a new salesman whom 
you don’t have to put on the payroll. His name is 


(the writer’s). 


“We have received better than 30% response to 


our first mailing. 


“Our letters to attorneys and life underwriters 
brought a marvelous response and reaction. In fact, 
we are pleased with everything about the trust 
advertising that you are preparing for us. 


“Our new business program is really percolating.” 
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trust advertising investment a very profitable one. 
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TRANSFER TAX REFUNDS 


New York’s Two-Year Limitation Presents Cprseenty 


for Fiduciaries 


JOSEPH F. McCLOY and ESTHER GLANTZ 


{ pony IS DANGER THAT IN THE PRES- 
ent day pre-occupation of tax law- 
yers, fiduciaries and their counsel with 
the new Internal Revenue Code, an im- 
portant amendment to the New York 
Tax Law may be overlooked. This 
amendment is of particular concern to 
corporate fiduciaries generally, whether 
in New York or elsewhere; elsewhere 
because in some instances “out-of-state” 
corporate fiduciaries represented estates 
of New York decedents, and, further, 
in many cases represented non-resident 
estates subject to tax during the almost 
half century period of the operation of 
the New York Transfer Tax Act. 


Chapter 812 of the Laws of 1954 im- 
poses a statute of limitations on refunds 
due under the New York Transfer Tax 
Law where none had previously existed. 
Thus, where the absence of a statute of 
limitations had relieved fiduciaries from 
the necessity of taking prompt and oft- 
times frequent tax proceedings in a 
single estate, the amendment now im- 
poses an obligation to act within a 
comparatively short period of time lest 
the right to refund be forfeited. 


The act affects estates of decedents, 
whether resident or non-resident, who 
died between March 14, 1899 and Au- 
gust 31, 1930. During this period the 
State of New York imposed a tax on 
the transfer of property to the benefi- 
ciary rather than a tax on the estate 
as currently imposed. The taxability of 
the transfer and the rate of tax applic- 
able depended upon the relationship of 
the beneficiary to the decedent, the 
amount received and other factors. 
Hence, when a transfer was subject to 
contingencies, it was impossible to fix 
the tax thereon until the final devolu- 
tion of the property. Prior to March 13, 
1899 the tax on such transfers was 
suspended, payable upon vesting. How- 
ever, the failure to provide for ade- 
quate security for the payment of such 
tax jeopardized the revenue, and from 


March 13, 1899 to August 31, 1930 
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Members of the New York Bar 


(when the Transfer Tax was superseded 
by the Estate Tax) provision was made 
for a temporary assessment at the high- 
est possible rate subject to refund.' 


How Tax Was Secured 


During that period of over 30 years 
various methods of securing the tempo- 
rary tax were employed. From March 
14, 1899 to July 28, 1911? the tempo- 
rary tax, assessed at the highest possible 
rate on the diminished value of the 
contingent interests, was paid into the 
State Treasury subject to refund with 
interest—criginally 6% per annum and 
later reduced to 3%. From July 28, 
1911 to March 16, 1925° the tax, as- 
sessed temporarily at the highest pos- 
sible rate on the diminished value of 
the fund, was either (a) paid wholly 
into the State Treasury subject to refund 
without interest, or (b) secured by 
payment into the State Treasury of what 
was called the “lowest possible tax” 
and by a deposit of the balance with 
the State Comptroller, the income of 
which inured to the benefit of the 
estate pending the termination of the 
trust. 


From March 16, 1925 to August 31, 
1930* the tax, assessed temporarily at 
the highest possible rate on the full 
undiminished value of the fund, was 
secured by a deposit of cash or securi- 
ties with the State Tax Commission. 
The statute during this last period pro- 
vided for a penalty of 6%, per annum 
if the tax ultimately due was not 
fixed finally within six months after 
the happening of any contingency. 

As stated above, there was no statute 
of limitations as to the time within 
which a proceeding had to be taken 
or application for refund made, other 
than the penalty imposed in the 1925 


1There were certain exceptions not pertinent to 
this article where the tax on contingent interests 
was still suspended. 


2Chapter 76, Laws of 1899. 
8Chapter 800, Laws of 1911. 
*Chapter 144, Laws of 1925. 


amendment. An attempt to impose an 
eight-year statute of limitations admin- 
istratively failed of approval in the 
Courts.5 


Two-Year Limitation 


The 1954 amendment to Sections 230 
and 241 of the Tax Law now imposes 
a two-year statute of limitations for 
final fixation of the tax. Application for 
the refund must be made to the State 
Tax Commission within one year after 
the entry of the order readjusting the 
tax. Two exceptions are made: (1) 
where the period for making the applic- 
ation either has expired or will expire 
prior to April 30, 1957, the time for 
entry of the order or filing of the appli- 
cation for refund with the Tax Com- 
mission is extended to that date; (2) 
where refunds are occasioned by in- 
vasions of the corpus of a trust, the 
statute of limitations does not run 
until two years after the possibility of 
any further invasion has terminated, 
either by the death of the person dur- 
ing whose life it might have occurred, 
or otherwise. 


Under the amendment it now be- 
hooves executors and trustees, within 
a fairly short period of time, to re- 
examine the transfer tax situation in 
the estates in their charge so as not to 
forfeit rights to refunds, which run into 
millions of dollars. While the review 
of closed accounts is particularly im- 
portant at this time, since refunds in 
those cases will definitely be barred 
after April 30, 1957, it is equally im- 
portant in open accounts where rights 
to refund may have occurred upon the 
happening of contingencies even though 
the trust continued. It is these refunds 
which are more likely to be barred 
than those which accrued upon the 
termination of a trust, since that is at 
least a signal to the fiduciary to look 
into the Transfer Tax situation. 


5Stone v. Graves, 283 N.Y. 470; Dee v. State Taz 
Commission, 257 App. Div. 531, aff’d 282 N.Y. 617. 
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{t should be noted that no exception 
is made in the amendment for cases 
where refunds become due by reason 
of the springing up of secondary life 
estates or the shifting of income during 
a trust measured by lives other than 
those of the income beneficiaries. Nor 
is any exception made for estates in 
which numerous trusts are created, in- 
volving many contingencies upon the 
happening of which refunds may be- 
come due. In such cases it has been the 
practice of many fiduciaries, either be- 
cause the amounts involved were small 
or in order to avoid a multiplicity of 
proceedings, to defer final fixation of 
the tax and application for refund until 
the happening of the final contingency. 
Since the statute does not specifically 
except these cases, deferral of a proceed- 
ing beyond April 30, 1957 would bar 
any refunds due in such cases. 


Close-Out 


The enactment of the statute of lim- 
itations by the State of New York was 
one more attempt to put to rest and 
close out its obligations under Article 
10 of the Tax Law. This amendment 
puts new emphasis upon a previous at- 
tempt to accomplish a similar result by 
permitting a final adjustment of the tax 
pursuant to a _ statutory compromise 
formula prior to the happening of the 
contingencies. Executors and _ trustees 
may find it prudent at this time to 
review the option for compromise of the 
tax offered in Section 233 of the Tax 
Law, as amended in 1930. 


Such a compromise would eliminate 
the necessity of exercising constant vigi- 
lance over the accounts in order to 
prevent forfeiture of the refund, and 
in many cases may also result in sub- 
stantial tax savings and refunds. The 
closing out of the transfer tax file is 
particularly important from an admini- 
strative point of view where trusts may 
remain open for another thirty or forty 
years or longer, during which personnel 
change, records are lost, and facts for- 
gotten; or where a multiplicity of con- 
tingencies may require ceaseless, recur- 
rent reviews and tax proceedings, the 
cost of which may in some instances 
equal or exceed the amount of refund 
due at that particular time. 


It has been the experience of fiduci- 
aries who have already instituted a 
complete review of their accounts that 
the analysis of the Transfer Tax records 
has produced many by-products such 
as good will, new business from old 
patrons, as well as opportunities for 
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substantial tax savings in the estates of 
the beneficiaries of trusts created during 
the period in question, arising out of 
the peculiar provisions of the New 
York Transfer Tax Law as regards the 
taxation of property passing under 
powers of appointment, wound up as it 
is with the taxation of the appointed 
property in the estate of the donee 
of a power. 


The aggregate taxes paid or secured 
at the highest possible rate which may 
become refundable in whole or in part 
upon the happening of the contingen- 
cies will amount to many millions of 


dollars. A considerable portion of re- 
funds that will become due will, no 
doubt, be forfeited under this statute 
of limitations mainly because the legal 
representatives have been individuals 
and not trust companies. Unlike the 
corporate fiduciary the individual may 
have died or failed to preserve his rec- 
ords and would have less occasion for 
keeping current with developments in 
laws relating to estates. The situation 
considered is an illustration of the supe- 
riority of the corporate fiduciary in the 


‘administration of estates where contin- 


uity and permanence are insurance. 
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Luncheon tendered to women in finance by Southwestern Public Service Co., at Lawyers 


Club in New York, November 5. Board Chairman Herbert Nichols, shown at head table, 
addressed the group. 


New Estate Planning Council 


The Estate Planning Council of Cen- 
tral New Jersey held its organizational 
meeting on November 30 in Red Bank. 
Cooperation among the four profes- 
sions of the estate planning team was 
discussed by Walter J. McLaren, trust 
officer of National Newark & Essex 
Banking Co. Officers elected for the 
year were: President—George L. Bielitz, 
trust officer, Second National Bank, 
Red Bank; Secretary— Paul N. Jahnes, 
trust officer, Second National Bank, 
Red Bank; Executive Committee—Ro- 
bert V. Carton, attorney, Asbury Park; 
Edmund J. MacDonald, accountant, 
Point Pleasant: Morris Westerman, life 
underwriter, Red Bank; Charles T. 
MacLain, trust officer, New Jersey Trust 
Co., Long Branch. 


November meetings reported to T.&E. 
include: 


Des Moines—“Changes in the Taxa- 
tion of Income of Trusts and Benefici- 
aries” was discussed by Orville L. Dyk- 
stra, local attorney; “Income Tax 
Changes in Connection with Pension 
Trusts” by Richard Strauss; and 
“Changes in Income Tax Returns of 
Decedents and Estates” by C. Ream 


Daughrity, trust officer, lowa-Des 
Moines National Bank. 
Baltimore — “Trust and Insurance 


Uses under the New Code” were dis- 
cussed by Franklin O. Curtis of the 


Connecticut General Life Insurance Co. 


Dallas—“A General Discussion of the 
1954 Revenue Act” was presented by 
Lee Branch, C.P.A. 


El Paso—“Changes in the 1954 Reve- 
nue Code Affecting Individuals, Trusts 
and Estates” were presented by a panel 
consisting of Bernard S. Lauterbach, 
’ C.P.A., Paul H. Carlton, C.P.A., and 
Elmer Berkenfield, C.P.A. 
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Milwaukee — “Reviewing Financial 
Statements and Some Related Consid- 
erations” was discussed by Horace Irv- 


ing and Clifford G. Ward, C.P.A.’s. 
A A A 


Forum on Estate Planning 


“Some of the Effects of the 1954 Rev- 
enue Act on Estate Planning” was the 
subject of the Third Annual Estate Plan- 
ners Forum held in Washington, D. C., 
on Thursday, November 4, by J. D. 
Marsh & Associates. Over 400 attorneys, 
accountants, bank officials, and business 
and professional men attended the 
Forum. 


Three New York attorneys were the 
speakers. David Stock spoke on “How 
the New Tax Law Affects Life Insurance, 
Annuities, and Pension and Profit-Shar- 
ing Plans.” He was followed by Leo A. 
Diamond, whose topic was “Changes 
Affecting Partnerships and Corpora- 
tions, Changes Affecting Income Taxes.” 
Joseph Trachtman concluded the pro- 
gram with “Changes Affecting Estate 
Planning Apart from Insurance.” 


A A A 


Wheeling Trust Conference 
Considers Taxes, Audits, 
Economics 


The Fall Trust Conference of the West 
Virginia Bankers Association, which met 
in Wheeling, October 25, included the 
following addresses in its program: 
“New Income Tax Act as related to 
Estates and Trusts” by Henry S. 
Shrader, attorney; “Internal Audits for 
the Trust Department” by Samuel M. 
Linduff of Mellon National Bank, Pitts- 
burgh; and “Projection of the Country’s 
Economic Situation for the Immediate 
Future” by Arthur S. Harper of Lionel 
D. Edie & Co., New York. The day’s 
activities concluded with a three-quarter 
hour panel discussion. 


Calendar of 1955 
Meetings and Schools 


American Bankers Association 
Mid-Winter Trust Conference 
Feb. 7-9; New York City 
Annual Convention 
Sept. 25; Chicago 
Western Regional Trust Conference 
Oct. 13-14; San Francisco 
Mid-Continent Trust Conference 
Nov. 3-4; Houston 
American Bar Association 
Probate & Trust Law Div. 
Aug. 22-24; Philadelphia 
American Institute of Banking 
May 30-June 3; Miami 
California Bankers Association 
May 22-24; San Francisco 
Financial Public Relations Association 
Nov. 14-18; Hollywood Beach, Fla. 
Florida Bankers Association 
Mar. 24-26; Boca Raton 
Graduate School of Banking, Rutgers U. 
June 13-25; New Brunswick, N. J. 
Illinois Bankers Association 
Feb. 17; Chicago 
Indiana Bankers Assn. Trust Conference 
Apr. 25-26; Richmond, Ind. 
Investment Bankers Association 
Nov. 27-Dec. 2; Hollywood, Fla. 
Mississippi Bankers Association 
May 16-18; Biloxi 
Natl. Assn. of Bank Auditors & Comp- 
trollers 
Oct. 9-13; Denver 
New Jersey Bankers Assn., Public Re- 
lations School, Princeton U. 
Apr. 5-7; Princeton 
New York Trust Conference 
Oct. 20-21; Albany 
Oregon Bankers Association 
June 5-7; Victoria, B. C. 


Pennsylvania Bankers Assn. Trust School 
Dec. 9-10; Harrisburg 


School of Banking of the South, 
Louisiana State University 
June 5-18; Baton Rouge 


School of Public Relations, 
Northwestern U. 
July 24-Aug. 6; Chicago 
Texas Bankers Assn. Trust Conference 
Nov. 3-4; Houston 


Virginia Trust Conference 
Apr. 25-26; Richmond 


West Virginia Bankers Association 
May 28-June 2; Berumda 


Wisconsin School of Banking 
Aug. 22-Sept. 3; Madison 


A A A 


@ Trust department income at Bank of 
Bermuda, Ltd., Hamilton, amounted to 
£39,817 during the past fiscal year, with 
expenses running to £37,642, leaving 4 
net income of £2,175. This compares with 
a net loss of £ 362 the previous year. 
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Who answers the alarm 


at city hall? 


Communities are growing so fast 
these days, the problem of how to 
get cash for needed fire equipment 
is causing alarm in many a city hall. 
How does your city pay for the 
equipment it needs—without rais- 
ing a big lump on your next tax bill? 

The answer is a giant-sized ““easy- 
payment” plan that works like this: 

First, a majority of voters must 
agree on the need for the improve- 
ments. Then bonds are issued to get 
the money. A bank or investment 
dealer usually buys the whole issue 


HARRIS Trust 


Mes §$NViember Federal Reserve System... Member Federal Deposit Insurance Corporatian ———EEEEEEEEEEEEEEEEEEEE 





and offers the bonds to investors. 

We’ve been buying and selling 
municipal bonds for 72 years. Over 
nine billion dollars’ worth, for schools, 
water systems, streets, sewers, parks 
and other community improve- 
ments all over America. 

This part of our business gives us 
special satisfaction because it helps 
so many people so many ways. 

Your community gets improve- 
ments, as they, are needed, that 
make life safer and better for you 
and your family. 





The improvements are paid for over 
a period of years. This eases your 
tax load without delaying the im- 
provements. 

And investors who buy the bonds 
are provided income free from Fed- 
eral income tax. 


Many banks in every section of the 
country look to our Investment De- 
partment for guidance in the purchase 
of Municipal Bonds—a field in which 
we are proud to have played a leading 
part for more than 70 years. 


Organized as N. W. Harris & Co., 1882—Incorporated 1907 


and Savings BANK 


115 W. MONROE STREET, CHICAGO 90 
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PENSION and 


PROFIT SHARING 


DIGEST 





SAMUEL N. AIN 


Fringe Benefits Reappraised 


j vaarpeeban THE REMARKABLE SPREAD 
of pension plans in recent years is 
well known, it is often overlooked that 
this growth has come about as part of 
a great increase in employer payments 
of a non-direct wage character, com- 
monly designated as fringe benefits. In- 
cluded in this category, besides pay- 
ments to pension and _ profit-sharing 
plans, are premium payments for over- 
time and non-standard work shifts, va- 
cation, sick and holiday pay, payments 
to welfare plans, old-age and work- 
men’s compensation payments and 
many others. 


More and more attention is being 
paid now to the trends which are de- 
veloping and the mounting costs. 
Fringes have been the subject of a 
number of recent studies. The Chamber 
of Commerce of the United States in 
its fourth biennial study has surveyed 
the 1953 experience with fringes of 940 
companies. Earlier this year the Na- 
tional Industrial Conference Board is- 
sued a study on “Cutting the Cost of 
Fringe Benefits,” a detailed analysis of 
a small number of selected cases. The 
Brookings Institution released its “In- 
dustrial Pensions,” a comprehensive 
survey of the whole pension field by 
Charles L. Dearing. More recently the 
Harvard Business Review in its Sep- 
tember-October issue reported the re- 
sults of a survey of 162 companies en- 
titled “Big Cost of Little Fringes,” by 
Austin M. Fisher and John F. Chap- 


man. 


Despite some disagreement as to the 
best way technically to measure the 
cost of fringes, there seems to be con- 
currence that the average cost of these 
benefits for the companies surveyed is 
35 to 40 cents an hour, or more than 
$700 a year per employee, and that 
there has been an increase in cost over 
the last five years of perhaps 50%. Of 
this total cost, employer payments to 
pension plans come to an average of 
between six and seven cents an hour. 
The Chamber of Commerce study re- 
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ports pension plan contributions in 1953 
averaging 3.8% of payroll in a total 
cost for fringe benefits of 19.2%. For 
manufacturing companies the average 
is 2.6% of payroll, while for non-manu- 
facturing companies it is 5.8% cf pay- 
roll. When translated into a cents per 
hour figure, the 3.8% of payroll cost 
is not substantially different from the 
6.8 cents per hour cost of pensions 
reported in the Harvard Business 
Review. 


The latter study states that, in the 
opinion of management, pensions rank 
third with their workers in importance 
among the fringe benefits, behind paid 
vacations and health insurance, and 
that the pension field is the second most 
important area in which changes can 
be expected during the next five years. 
With the recent pension settlement be- 
tween the basic steel companies and the 
United Steelworkers of America, a new 
round of negotiated pension settlements 
not limited to the steel industry is 
probably already under way. Add to 
this the effect of the latest Social Se- 
curity changes, which is causing a re- 
view of pension plans, both unilateral 
and negotiated, and there is every rea- 
son to agree with the opinion expressed 
in the Harvard study that the next five 
years will see considerable activity in 
the pension field. Nor does this opinion 
conflict with the projection in the 
Brookings study which showed annual 
payments to pension programs increas- 
ing from a 1951 estimate of $2.4 billion 
to $6.6 billion by 1960. 


One fringe benefit which may well 
become important in the near future 
is the guaranteed annual wage, a sub- 
ject of much late study as well as a 
“demand” for which several of the 
larger trade unions have been building 
increasing pressure. 


Stock Purchase Plans Now Subject 
to Collective Bargaining 


O THE LINE OF DECISIONS OF THE 
National Labor Relations Board 
including among the proper subjects 


of collective bargaining one fringe 
benefit after another there has been 
added the requirement to bargain on 
a stock purchase plan. (Richfield Oil 
Corp., 110 NLRB No. 54.) 


On April 14, 1953 the Richfield Oil 
Corp. announced its stock purchase 
plan to its employees. The bargaining 
agent, Oil Workers International Union, 
CIO, requested the company to bargain 
concerning the Plan. It refur.d, and 
put the Plan into effect on July 1, 1953. 


Membership in the Plan is voluntary 
and is open to employees with one 
year of service and who are at least 
30 years of age but not over 65 (60 if 
female). Members contribute no less 
than $5.00 a month nor more than 5% 
of their earnings. The employer con- 
tributes monthly 50% of the contribu- 
tions made by members and an annual 
contribution whose amount depends 
upon the ratio of profits to invested 
capital. The employer’s contribution 
may amount to as much as 75% of 
the members’ contributions. Except for 
such amounts as are needed for the 
operation of the Plan or retained for 
the best interests of the members, the 
funds must be used to purchase Rich- 
field’s common stock in the open mar- 
ket or by private purchase, at such 
prices, in such amounts, and at such 
times as the trustee may determine. 


If a member withdraws from the Plan 
and remains in employment he receives 
only the cash and stock resulting from 
his own contributions, and is thereafter 
ineligible to reenter the Plan for two 
years. Upon termination of service of a 
member at age 55 if a man or age 50 if 
a woman, or in the event of death or 
total and permanent disability, there 
is payable all the cash and stock with 
respect to the member’s contributions 
and the company’s contributions on his 


behalf. 


On termination of employment for 
reasons other than the death or disabil- 
ity before the aforementioned ages, the 
member receives all the cash and stock 
with respect to his own contributions 
and a specified percentage of the cash 
and stock as a result of the contributions 
made by the company with respect to 
him. The percentages range from zer0 
for an employee who participated in the 
Plan for less than 5 years to 100% if 
he has participated for ten or more 
years. 


A member is not permitted to assigt 
his interest in the Plan. The membet 
may direct the trustee to vote the stod 
in the Plan purchased with his contr 
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butions or with the contributions made 
by the company with respect to him. 
The costs of administration are borne 
by the company which reserves the right 
to amend or terminate the Plan at any 
time. The assets of the trust may not be 
used for, or diverted to purposes other 
than the exclusive benefit of the mem- 
bers. 


The employer had received Internal 
Revenue approval of the plan under 
Sections 165(a) and 23(p) of the old 
Code, governing pension and _ profit- 
sharing plans. The employer maintained 
that it was not required to bargain 
regarding the Plan because its contri- 
butions under the Plan are not “wages” 
or “other conditions of employment” 
as defined in the National Labor Rela- 
tions Act inasmuch as they are merely 
an incentive to employees to invest in 
company stock and that compulsory 
bargaining in this case would contra- 
vene the basic policies of the Act. 


The National Labor Relations Act 
provides “it shall be an unfair labor 
practice for an employer . . . to refuse 
to bargain collectively with the repre- 
sentatives of his employees, subject to 
the provisions of Section 9(a).” Section 
9(a) refers to “collective bargaining in 
respect to rates of pay, wages, hours 
of employment or other conditions of 
employment,” collective bargaining be- 
ing defined as covering “wages, hours, 
and other terms and conditions of em- 
ployment . . .” 


The Board held that the stock pur- 
chase plan was includible in the term 
“wages” as well as in “other conditions 
of employment” as those terms are used 
in the law. In the Inland Steel Co. deci- 
sion it had found that a pension plan 
was includible in both of these terms 
and that bargaining was obligatory 
with respect to such a plan. In subse- 
quent decisions the Board held that an 
employer is obliged to bargain with 
respect to group health and insurance 
programs, merit wage increases and 
profit-sharing plans. 


Richfield had also argued that inas- 
much as participation in the plan car- 
ried with it the right to direct the vot- 
ing of the stock held with respect to 
the participant, the requirement to bar- 
gain is “tantamount to requiring an em- 
ployer to bargain about the ownership 
and control of its company” and “could 
result in the union’s obtaining a seat 
on both sides of the bargaining table.” 
The Board rejected both arguments, 
maintaining that there is no distinction 
between the intrusion in management in 
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Fringe Payments as Per Cent of Payroll, by Industry Groups, 940 Companies, 1953 


Per cont of payroll 
° 5% 


Per cent Legelly ion and 
: other agreed: 


Industry Group of payroll 


Total, oll industries 19.2% 
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Chart from U.S. Chamber of Commerce study “Fringe Benefits 1953” shows “banks, 
finance & trust companies” in lead with 28.7% of payroll. 


the affairs of a company in requiring 
bargaining on a stock purchase plan 
and requiring bargaining on a pension 
plan, a profit-sharing plan or an in- 
surance program. The both-sides-of-the- 
bargaining-table argument was met with 
the observation: 


“ec 


. under the Act the exclusive 
representative of employees is entitled 
to represent those employees, includ- 
ing the stockholders among them, 
only in their capacity as employees. 
At the bargaining table, therefore, 
the statutory representative cannot 
act, and the employer need not bar- 
gain with it, except as the representa- 
tive of employees as such, and only 
with respect to ‘rates of pay, wages, 
hours of employment, or other condi- 
tions of employment.’ And, even in 
these areas, it may be appropriate to 
point out to those who are inclined to 
equate an employer’s obligation to 
bargain with a complete and abject 
submission to every union proposal, 
that the Act, in the words of the Su- 
preme Court, ‘does not compel any 
agreement whatsoever between em- 
ployees and employers.’ On the occa- 
sion of stockholder meetings, corpo- 
rate elections, or any other matter in 
which only stockholders have the 
right to be heard, the union has no 
voice whatever as a statutory repre- 
sentative. 


“It by no means follows that the 
effect of our decision here is to re- 
quire the Respondent to bargain with 
respect to its dividend, debt and fi- 
nancial policies, simply because, as 
the dissenting opinion would have it, 
such matters are ‘relevant’ to the 
establishment of a stock purchase 


plan. Indeed, these factors are no 
less relevant where a union seeks to 
bargain about higher wages, pension 
plans, or profit-sharing plans, all of 
which have been held. by this Board 
and by the Courts to be subjects of 
mandatory collective bargaining. Yet 
no one can seriously contend that 
those decisions have forced employers 
to bargain as te their dividend, debt, 
or financial policies.” 

In fact, the collective bargaining 
agent might have advanced the counter 
argument that the effect of such a plan 
would be to weaken the position of the 
bargaining agent by causing dividend 
allegiance in the employee due to his 
dual role as “employee” and as “stock- 
holder.” 

In a practical sense it seems unlikely 
that an employer would agree to a stock 
purchase plan if there were any likeli- 
hood of management’s control being 
weakened by union participation in the 
affairs of the company. Nor would a 
union agree to such a plan if it felt 
its hold on its membership might there- 
by be weakened. Furthermore, union 
members would generally represent only 
a portion of the plan’s participation 
(and frequently an employer deals with 
more than one bargaining agent). 
Lastly, it is not at all certain that the 
average union member would be will- 
ing to have an individual selected by 
his union exercise his rights as a stock- 
holder, something the union surely 
could not compel him to do. 

(Please turn page) 








What Are Prohibited Transactions? 


NE of the new provisions applicable 

to qualified employees’ trusts un- 
der the 1954 Internal Revenue Code 
which will require some clarification un- 
der the forthcoming regulations is the 
subject of “prohibited transactions.” 


In general, Section 503 of the new 
Code provides that after March 1, 1954 
if a qualified employees’ trust engages 
in transactions favorable to the em- 
ployer and unfavorable to itself, the 
trust will lose its tax exemption and its 
income will become taxable until the 
Commissioner agrees to restore the ex- 
emption. The loss of the trust’s tax ex- 
emption carries with it, of course, the 
loss of the plan’s qualification and the 
employer’s deduction under Section 404 
for contributions under it. The stakes 
involved are obviously high. 


The Section defines one of the “pro- 
hibited transaction” to be the making 
of a loan to the employer” without the 
receipt of adequate security and a rea- 
sonable rate of interest.” Although an 
equivalent provision was contained in 
the 1939 Code (applying to exempt or- 
ganizations other than qualified em- 
ployees’ trusts), the Regulations did not 
clarify the meaning of the phrases “ade- 
quate security” and “reasonable rate of 
interest.” Unless properly clarified in 
the new regulations, these phrases may 
well give rise to some difficult problems 
of interpretation as applied to qualified 
trusts. 


For example, does “adequate security” 
require an actual lien upon property at 
least equivalent in value to the amount 
of the indebtedness? Or would the un- 
secured debenture of a General Motors 
satisfy the requirement? Certainly, it 
seems reasonable to argue that such an 
investment could be said on all counts 
to be preferable to the bonded indebted- 
ness of a highly specialized corporation 
engaged in a very speculative operation 
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with its indebtedness secured by a lien 
on a special purpose plant equal in 
value, under present conditions, to the 
amount of the indebtedness. 


Or take another example. What is a 
“reasonable rate of interest?” Would it 
be “reasonable” for a trust to lend 
money to the employer at a rate lower 
than the current savings bank interest 
rate? Must the rate be at least equal to 
the average rate of the trust fund’s 
other investments? Or may it be equal 
to the rate at which the employer could 
borrow from his commercial bank? 

The mere recital of these questions 
not only underscores the existence of 
the problem of interpretation but also 


indicates that the problem is not going ° 


to be easily solved through specific, 
quantitative tests by which “adequate 
security” and “reasonable rate of in- 
terest” are satisfied. Particularly is this 
true in view of the basic inconsistency 
which would result by enforcing a set of 
rigid specifications with respect to an 
employer’s debt obligations when the 
employer’s equity securities are subject 
only to the broad test of being pur- 
chased by the trust for the “exclusive 
benefit” of the employees. 


Perhaps the most satisfactory solu- 
tion would be merely to extend the “ex- 
clusive benefit” test, which has seemed to 
work well under the criteria used by the 
International Revenue Service in ad- 
ministering the pre-1954 Code with re- 
spect to the purchase of the employer’s 
securities. The Commissioner has said 
he would welcome any suggestions by 
taxpayers in the drafting of the new 
regulations, so it is not too late for in- 
terested parties to communicate them to 
him. 


A A A 


@ As of March, 1954, one person was 
receiving old-age and disability benefits 
for every eight persons employed, the 
U.S. Chamber of Commerce reports. 


Ss % Merry Christmas ® & 


Our best gift this Christmas is the knowledge of your 
continued business relationship. 


May we always deserve it. 


TRACERS COMPANY OF AMERICA 


Underwriters Hear of 


Estate Administration 


Aurie I. Johnson, vice president of 
the First Trust & Deposit Co. of Syra- 
cuse, discussed “Estate Administration” 
before a series of meetings under the 
joint sponsorship of the Syracuse Life 
Underwriters Association and the First 
Trust & Deposit Co. on September 29 
and October 6 and 13 at the Trust com- 
pany’s main office. 


Mr. Johnson who is a member of the 
Executive Committee of the Trust Divi- 
sion of the American Bankers Associa- 
tion, has been chairman of the Trust 
Division of the New York State Bankers 
Association, and was active in securing 
legislation to liberalize the Trust Invest- 
ment Laws of New York State, drew 
upon his many years of experience in 
estate administration to familiarize the 
life underwriters with the different steps 
required in the administration of an 
estate. 

A A A 


Judge Inherits $200,000 from 
Spinster He Befriended 


Judson E. Harriss. Perry County 
judge in Illinois, recently found him- 
self the beneficiary of a woman whom 
he had befriended and aided in legal 
matters for twenty vears, though he had 
never been her lawyer. The woman, 
Miss Ethel Siryker, died in July. As no 
will could be found, Judge Harriss had 
appointed an administrator, who report- 
ed that the estate held $200,000 in real 


estate and $7,000 in personal property. 


On August 13 the attorney for the 
administrator presented a will allegedly 
written by Miss Stryker in longhand 
leaving $2,500 to relatives and a church 
and “all of my money and bonds at the 
time of my dzath in bequest to my 
friend and lawyer, Judson E. Harriss, of 
Duquoin.” 


: 
| 


513 MADISON AVENUE 
NEW YORK 22, N. Y. 


es 





TRUSTS AND ESTATES 


DE 


















A Message to Lawyers 


whose clients may need more than 


a conventional Custody Service... 
ring 

he 

ye ... who would benefit by organized and consistent 


guidance in the management of their investments. 


aia Our Advisory Custodian Service offers just such 
guidance. For it provides research and analysis, periodic 

inty 

oa reviews and continuing supervision of all securities 

10m ° ° 

nael deposited with us. 

had 

nan, Each account is handled on an individual basis. We 

hed have no mould of “standard” investment policies. The 

7 officer who handles an individual’s account serves as 

rea ; 

arty. his personal representative to the end that each rec- 

Pe ommendation we submit will meet—as well as we can 

edly Sie : 

“nd judge—your client’s particular requirements. 

urch 

: the We'd be happy to talk with you about our Custody 

my . 

a and Investment Services...and how they may help you 


with investment problems. Call on us at any time. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $123,000,000 Total resources over $1,400,000,000 
WuuaM N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Epwarp J. Vertcu, Vice President in Charge, Personal Trust Division 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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TRANSFEREE INCOME TAX LIABILITY 


OF LIFE INSURANCE BENEFICIARIES 


MILTON I. BALDINGER 


Member of District of Columbia and Pennsylvania Bars 


ITH THE RISE IN THE NUMBER 

\\) of bankruptcies? it is interesting 
to note that the Second Circuit Court 
of Appeals in Rowen v. Comm..,” recent- 
ly told the Government that the benefi- 
ciaries of the life insurance policies of 
a New York decedent are not liable for 
the unpaid income taxes of the decedent. 


Decedent Halle took out four life in- 
surance policies in 1930 with a face 
amount of $42,000. When he died in 
1949, the policies had a cash surrender 
value of $3,100. In.the original policies, 
the wife was named beneficiary, but after 
exercising the right to change the bene- 
ficiaries, decedent’s son and daughter 
were named additional beneficiaries. 
When Halle died, he was insolvent and 
subject to federal income tax liability, 
including interest and penalties, of over 
$400,000. The insurance proceeds of 
over $25,000 were paid to the widow 
and two children. To Tax Court Judge 
Black, the liability was an equitable one 
just as in Christine D. Muller, 10 T.C. 
678, and he refused to overrule that de- 
cision. The Second Circuit had no hesi- 
tancy in doing so. 


Earlier Cases 


Muller, a state employee, died indebted 
to the Government for unpaid income 
taxes. His wife was the beneficiary of 
the New York pension fund and of sev- 
eral life insurance policies. To the Tax 
Court she was a transferee and liable 
for the Federal taxes even though the 
proceeds were exempt from execution in 
the beneficiary’s hands under New York 
law. Judge Murdock cited Pearlman v. 
Comm., 153 F. 2d 560 (C.C.A. 3, 1946), 
and Kieferdorf v. Comm., 142 F. 2d 
723 (C.C.A. 9, 1944), cert. den., 323 
U.S. 733. 


The decedent in Pearlman held life 
policies issued prior to his insolvency. 
He continued to pay the premiums, 
despite his insolvency, up to the time 


1Bankruptcy cases commenced in fiscal year 1954 
rose to 53,136, the highest number since 1941, ac- 
cording to the annual report of the Administrative 
Office of the U. S. Courts. 


°215 F. (2d) 641, reversing 18 T.C. 874 (1952). 
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of his death. The policies contained set- 
tlement agreements by which proceeds 
were payable to the decedent-insured’s 
wife and on her death, to his children. 
The Third Circuit held the widow as a 
“transferee” liable for the income tax 
deficiencies of the decedent taxpayer. 
The widow’s attorney conceded that 
without the Pennsylvania statute exempt- 
ing the proceeds of the insurance poli- 
cies, there was no defense to the lia- 
bility. Under Rowen this concession was 
unnecessary. To Judge Goodrich, who 
wrote Pearlman, the state law has no 
effect whatsoever in the matter, since 
he is of the opinion that Federal law 
alone governs. 


In Kieferdorf, the taxpayer’s widow 
was held liable for income taxes as a 
“transferee” where the insured’s estate 
was insolvent and the insurance pro- 
ceeds were first payable to the estate and 
were set over to the widow by the pro- 
bate court, as property exempt from ex- 
ecution. The executor filed an income 
tax return for the decedent for 1939 
but no payment of the taxes was made. 
In April 1940 the probate court set over 
to the widow and her children about 
$12,000 which were the insurance pro- 
ceeds payable to the estate as property 
“exempt from execution” under Cali- 
fornia law. The widow was required to 
pay the decedent’s unpaid federal in- 
come taxes. The widow, suing for a re- 
fund claimed that she was not a dis- 
tributee under the California statute for 
distribution of personal property of an 
intestate and thus was not a “trans- 
feree” under section 311, 1939 I.R.C. 
Judge Garrecht took the position that 
Federal law governs and not state law, 
citing cases which stand for the propo- 
sition that a state cannot immunize from 
a Federal lien. 


Judge Hincks, in Rowen, does not 
disagree with the conclusions of the 
Ninth Circuit in Kieferdorf, since the 
policy proceeds were, payable to the in- 
sured’s estate. 


In Tyson v. Comm., 212 F. 2d 16 
(C.A. 6, 1954) the insured was solvent 


to the date of his death and there was 
no evidence of an intent to defraud or 
prejudice creditors. He reserved the right 
to change the beneficiary of a life in- 
surance policy which he tock out 14 
years before death. He borrowed on the 
policy and there was no cash surrender 
value immediately before his death be- 
cause of the outstanding loans. In a per 
curiam opinion, the widow was not con- 
sidered liable as a transferee for her de- 
ceased husband’s income tax deficien- 
cies. 


The Pearlman case is considered by 
the Sixth Circuit as distinguishable since 
there the deceased husband was insol- 
vent prior to death and his income tax 
difficulties were in litigation prior to his 
death. The Second Circuit cites Tyson 
in Rowen with approval. 


Two Questions to Decide 


To Judge Hincks who spoke for the 
Court in Rowen one must decide (1) 
if the person against whom collection 
is attempted is a “transferee” and (2) 
if so, is the transferee under a liability, 
at law or in equity, for the debts due 
and owing from the transferor? It is 
understood that the definition of “trans- 
feree” includes heir, legatee, devisee and 
distributee under Section 311, 1939 
I.R.C. plus a donee under Section 
6901 (h), 1954 LR.C. 


To find the answer to the first ques- 
tion we look to the Federal law. Did the 
asset belong to the taxpayer in his life- 
time? Judge Hincks does not consider 
the insurance proceeds to have been 
ever the property of the decedent tax- 
payer. He stresses that the insurance 
money was not payable to the insured’s 
estate and the beneficiary took as a third 
party beneficiary and not as a legatee or 
distributee of the estate. 


Judge Hincks admits that the law is 
different with respect to the collection 
of the Federal estate tax. He points out 
that Section 827 (b), 1939 LR.C., ex- 
pressly imposes liability for the estate 
tax on a beneficiary who receives prop- 
erty included in the gross estate under 
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Section 811(f), 1939 I.R.C., and that the 
amounts receivable by beneficiaries un- 
der life insurance policies with respect 
to which the decedent possessed at his 
death any of the incidents of ownership 
are so includible. 

Section 6901 (h), 1954 I.R.C., defining 
“transferee” spells out that with respect 
to estate taxes it includes any person 
who would be personally liable for such 
tax under Section 6324(a) (2). And, 
Section 6324, 1954 LR.C. gives special 
liens for estate and gift taxes to the 
Government. 


The section dealing with income taxes 
does not contain a similar provision. It 


appears that Judge Hincks would rea- 
son similarly under the 1954 Revenue 
Code. Consequently, Judge Hincks 
reaches the conclusion that the benefi- 
ciaries were not transferees of the pro- 
ceeds with respect to the income tax 
problem. 


Judge Hincks is satisfied that the cash 
surrender values were assets of the de- 
cedent in his lifetime. However, death 
of the insured merged the surrender 
values in the greater values which the 
insurance company was obligated to pay 
the beneficiaries. He does not reason 
that death wiped out the cash surrender 
values. Consequently, the beneficiaries 


THE BANK FOR ALL THE PEOPLE 





REG. U. 5. PAT. OFF. 


CONDENSED STATEMENT OF CONDITION, SEPTEMBER 30, 1954 


ASSETS 


Cash on Hand and in Banks 


United States Government Securities 


State, Municipal and Other Securities, including Stock of 


the Federal Reserve Bank 
Loans and Discounts . . . . 
Bank Premises. . 
Other Real Estate 
Other Assets 


- $ 209,895,480.19 
469,257,299.81 


° 128,756,223.43 
513,130,099.36 
3,117,674.51 

1.00 

5,371,816.16 


$1,329,528,594.46 


LIABILITIES 


Capital Stock 
Surplus ...- -« 
Undivided Profits . . 


DEPOSITS 
Commercial and Savings . 
Estates and Corporate Trust . 
Accrued Taxes, Interest, etc. 
Other Liabilities 


$ 17,500,000.00 
50,000,000.00 
12,667,064.48 


Capital Funds $ 80,167,064.48 


$1,196,465,619.54 
38,193,980.80  1,234,659,600.34 
ae et 11,752,305.95 
2,949,623.69 
$1,329,528,594.46 


United States Government Securities carried at $106,188,817.10 are pledged to secure U. S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 
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Assets are shown NET after deducting Valuation Reserves 
Ohio’s Largest Bank 


welcomes individuals and corporations 
seeking new or additional banking services. 


62 CONVENIENT BANKS 


Northern Ohio: 
Painesville @ Willoughby @ Bedford @ Solon @ Lorain 
and 
Everywhere in Greater Cleveland 
COMMERCIAL oe SAVINGS 2 TRUSTS 


Largest branch banking system between New York and California 
741,649 SAVINGS AND CHECKING DEPOSITORS 
Member: Federal Deposit Insurance Corporation Federal Reserve System 


were “transferees” to the extent of the 
cash surrender value. 


Local Law v. Federal Law 


Then Judge Hincks moves to analyze 
the second question noted above. He 
concludes that local law governs 
whether there is any liability, at law 
or in equity, for the insured decedent’s 
unpaid income taxes. He takes the view 
that the Third Circuit in Pearlman mis- 
understood the position of the Second 
Circuit on this point. The preference of 
the Pearlman case for determination of 
the question of liability by “general law 
as declared by the federal courts,” is one 
he does not share or even understand. 
For he knows of no “general law de- 
clared by the federal courts” which de- 
fines the liability of a transferee, other 
than the line of Tax Court cases *** 
which he thinks were erroneously de- 


cided. 


Looking to the local law of New York 
where the decedent and beneficiaries 
were domiciled, Judge Hincks finds that 
an original beneficiary and a substituted 
beneficiary or assignee of a life insur- 
ance policy shall be entitled to its pro- 
ceeds and avails against the creditors 
and representatives of the insured and 
of the person effecting the same even 
though the right to change the benefi- 
ciary is reserved or permitted. He is 
satisfied that the United States is covered 
as a creditor unless there is a showing 
of actual fraud. 


Judge Hincks indicates that the Debtor 
and Creditor Law of New York would 
warrant the same conclusion. Here the 
rights of creditors to reach property 
transferred by a debtor without fair con- 
sideration depend upon the debtor’s in- 
solvency when the conveyance is made 
— when some payment or transfer by 
the debtor is made. The payment of the 
premium is considered to fix the date 
of the transfer. A “transfer” under an 
insurance policy payable to one other 
than the insured or his estate occurs 
when the first premium is paid or when 
after an assignment or change of bene- 
ficiary the first premium is thereafter 
paid thereon. 


It will be interesting to see if cer- 
tiorari in the Rowen case is granted by 
the United States Supreme Court. 


A A A 


@ Henry W. Brockenbrough, assistant 
trust officer of State-Planters Bank and 
Trust Company, Richmond, addressed the 
Winchester Kiwanis Club on December 
first. His subject was wills and estate 
planning. 
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Meet your HOMEtown Insurance Agent 


He showed me 


HOW TO DO IT... SAFELY / 


Do you have a hobby—or are you “handy around the house”? 

Then you'll find an extra advantage in talking to your Home 

Insurance man. His interests are probably very much like 

your own and he may be able to give you some good , d man-Hobbyist on 
suggestions. He certainly will be able to give you sound advice “Tips to the oe LY.’’ There’s a right 
on practical safety measures. He has built a career on the HOW TO DO - anne everything. This handy 
services of protection and his expert opinion, backed by more pauypetetndied wt rane the right way, the safe 
than a century of Home experience, is well worth having. aon <o-gnge B® home or hobby. For your Copy; 


ur 
i way to work on yo! or write The 
For your sake, see him soon! see your local Home agent or broker, 


Home Insurance Company, Dept. xX. 


yy Your HOMEtown Agent can serve you well—see him now! 


* THE HOME* 
Pannance Congpany: 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
.FIRE « AUTOMOBILE + MARINE 


“The Home indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 


DECEMBER 1954 








PROFESSIONAL 


Sidelights .. 






Wuat Price Rarmroap Stocks? 


The old adage in Wall Street — “the 
best stocks are the best stocks” has never 
been more true than now. The relatively 
small income on many of them has dis- 
torted proper perspective of the growth 
and capital gain potential. In the final 
analysis “the best stocks” are merely a 
segment of the whole economy and they 
survive only as part of an industrial 
society which remains healthy. They 
flourish on free interchange of products, 
and the railroads, so thoroughly proven 
in the war years, will continue to be the 
only dependable means of mass inter- 
change. 


Products of manufacture, which in the 
main reflect the output of the so called 
“Blue Chip” investments, have domina- 
ted freight movement. During the early 
30s annual revenues of each of the three 
principal freight classifications levelled 
off at around $750 million. Recovery 
started in mid 1935 — since then prod- 
ucts of mines trebled from the low point 
to $2.2 billion; agriculture-animal and 
forest products trailed behind but manu- 
factures increased 530% to nearly $5 
billion. It seems apparent, therefore, that 
under normal standards “as go the 


Blue Chips, so go the Rails.” 


Recognition of the investment quality 
of railroad securities has been pathetical- 
ly slow. They continue to be viewed with 


. Trade Winds . 


. Memos . 


timidity even by experienced investors 
because of the experience of the 30s. 
But, some alert minds, free from the 
memory of past over-capitalization, ap- 
preciate the significance of the mathe- 
matics of the fundamental changes in 
their investment status. 


The “new look” is rarely attributed 
to railroad securities, yet it applies 
equally as well, even though perhaps less 
dramatically, than it does to oils, chem- 
icals or electronics which are not im- 
mune to difficulties. 


Recognition of this transition is evi- 
dent in the investment policy of 50 
closed-end investment companies and 
over 125 Mutual Funds with investable 
capital of close to $7 billion. In the 
21% years ended last June 30th, invest- 
ments in railroad common stocks in- 
creased from 2.8% of total funds to 
6.2%; also in relation to total funds, 
they rose from tenth to fifth position, 
with an indicated value of around $450 
million. Meanwhile, the leaders contin- 
ued to be oil-gas, utilities, chemicals and 
electrical equipment but their relative 
position remained little changed. 

The new “format” of railroad securi- 
ties is based upon more than $50 billion 
invested in the past dozen years in 
capital improvements, for maintenance 
of roadway, structures and new equip- 
ment. One of the most dynamic contri- 
butions is the shift from steam locomo- 
tives to 65% diesel-electric engines 
which contributed to 1953 operating 
ratio of 76.3% for Class I Railways as 
compared with an average of 80% in 
1945-49. The difference represents a sav- 
ing of $400 million annually on $10 bil- 
lion revenues. 

The following table reflects the signi- 
ficance of the transition in recent years 
and the efficiency of diesel-electric power. 
Larger tonnage is being handled with 


TRANSITION TO DIESEL-ELECTRIC POWER 


Locomotives: 
RT a Se 
Ee 


| MAES SESE Re a ee a 
Net Ton-Miles per Freight Train Hour __ 
ETA ET AL ea 
Freight Revenue (000’s) _.....______ 
Fixed Charges (000’s) SSE 
yee saeeme (000s) 





1096 








18% fewer locomotives, while “ton 
miles” has increased about 74%. 

Increase 

1939 1953 Decrease 
41,117 11,787 —T1% 
1,394 23,222 1665 % 
42.511 35,009 —18% 
13,450 23,443 74% 
901,700 1,384,000 53% 
$3,251,000 $8,951,000 175% 
$ 725,000 $1,325,000 83% 
$ 93,000 $ 871,000 837% 

“ 


.. Portfolio Studies . 





INVESTORS DIGEST 


.. Funds Index ... Reports 





Among other helpful factors, diesel 
power, while it will not wholly supplant 
steam, has room for further expansion. 
It has contributed toward cutting down 
the heavy passenger drain on freight 
revenues, but this operation continues to 
baffle management. If a break even point 
could be reached it would be a tre- 
mendous lift to net earnings. The vast in- 
crease in suburban home building con- 
tributes to reduced deficits through 
heavier commuter trains with little or 
no increase in schedules. The potential 
income from reconversion and new over- 
head construction of terminals for gen- 
eral commercial uses holds promise for 
sizeable additions to future earning 
power. Modern labor saving electronic 
equipment for road and equipment main- 
tenance and signaling and yard control 
for quicker freight train turn-around, are 
contributing importantly toward greater 
efficiency and reduced operation costs. 


Fixed charges of around $400 million, 
40% less than a dozen years ago, re- 
quire about 4% of gross revenues as 
compared with 15% in 1939, due large- 
ly to the 32% reduction of high coupon 
long-term debt, and the sizeable increase 
in low rate equipment trusts. The carry- 
ing charges of this self liquidating 
method of financing are approximately 
covered by annual depreciation charges. 
Wages have been taking a big bite of 
roughly 50% of gross in recent years, 
but not far different from the 20 year 
average except for the extraordinarily 
low 41% of 1942-1945. The number of 
employees has fluctuated around 114 
million for several years, while gross rev- 
enues have practically doubled. 


The improvement in the physical con- 
dition of the railroads is equally matched 
in the balance sheet. Net current assets 
have nearly trebled since 1939 to a total 
of $1.4 billion by June 1954, approxi- 
mately 14% of gross revenues and 3.5 
times fixed charges and cash dividends 
paid in 1953. 


The almost fantastic accomplishments 
of recent years preclude repetition of the 
errors of the past and warrant the cap- 
tion “It Can’t Happen Here Again,” be- 
cause only a minor curtailment of main- 
tenance expenditures would be sufficient 
to cover present day fixed charges. 


Comparison of condensed capitaliza- 
tion (see page opposite) graphically 
reflects recent progress. 
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CONDENSED CAPITALIZATION 























Dec. 31 % of Dec. 31 Jo of 
1953 Total 19389 Total 
(millions) (millions) 

Equipment Obligations ____. $ 2,675 10% $ 425 2% 
Long Term Debt ____________. 7,280 28 10,743 48 

NE TN oii cis $ 9,955 38% $11,168 50% 
i i a ho a 8,008 30 8,197 38 
ER REET oe ae” Oe 8,229 32 2,564 12 

$26,192 100% $21,929 100% 

These cumulative accomplishments ings to yield almost 7%. At the 1953 


have laid a foundation for more gener- 
ous dividend policy than the 42% aver- 
age payout of the past dozen years. It 
was moderately higher last year but 
a ratio of 60% would, be highly con- 
servative under present day standards. 
Return on capital investment is still 1.06 
points under the 5.24% reported for 
1929. A return to that ratio would mean 
well over $200 million additional net 
earnings. 

With virtually all indices pointing up- 
ward, both physical and financial, the 
outlook for the investment value of rail- 
road common stocks is highly promising. 

James P. WALL 
COHU & CO. 


Stock PATTERN FAvors TRADING 
RANGE 


The stock market’s rise over the past 
five years has been quite spectacular. 
From a June, 1949 low of 160 in the 
Dow-Jones industrial average, it has 
advanced 230 points or 144% in five 
and a half years. The upswing has been 
interrupted on ten occasions by de- 
clines of more than 5%. In only one 
instance was the decline more than 
10% — (15% in the Korean decline 
in 1950). The rise over the past four- 
teen months has been even more sensa- 
tional. From a September 1953 low of 
255, the industrial average has advanced 
135 points or 52% and, in the entire 
period, the most drastic correction was 
5.4% in August. 

The main. reason for both the longer 
term and intermediate rise is a rela- 
tively simple one. Both in June, 1949 
and September 1953, the market was 
grossly undervalued in terms of both 
historical price to earnings ratios and 
price to dividend ratios. At the 1949 
low, the Dow-Jones industrial average 
was selling at about seven times earn- 


DOW-JONES AVERAGES 





Dec.1 Nov.1 Derc.1 
1954 1954 1953 
30 Industrials 384.04 353.96 281.10 
20 Railroads 129.80 118.33 98.91 
15 Utilities 60.73 57.78 52.52 
65 Stocks 140.60 129.96 107.52 
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low, the industrial average was selling 
about nine times earnings with a yield 
of over 6%. Now that the market has 
at least partially corrected these drastic 
undervaluations, what is to be expected? 


I would expect that, after some fur- 
ther strength carrying into the early 
months of 1955 and possibly bringing 
the industrial average into the 400-450 
area, the market might undergo a rather 
lengthy consolidation and resting pe- 
riod. This could be quite similar in 
nature to the 1951-1953 period when 


the averages held in an area bounded 
by 295 and 240 for over two years. 
Individual stocks followed a similar pat- 
tern during that period with issues like 
duPont, National Lead, Scott Paper, 
Minnesota Mining and many others hold- 
ing in restricted trading areas for 22 
to 28 months. From early 1955 into 
1956 it is possible that the general mar- 
ket may hold in a broad trading range 
somewhere between 450 and 350. After 
this resting period, the longer term up- 
trend will most likely be resumed. Of 
course, this is a general market pattern 
only. Just as in the 1951-1953 period, 
individual issues will move ahead or 
work lower in accordance with their 
earnings prospects and outlook. 
Epmunp W. TABELL 
WALSTON & CO. 


A AA 


@ Brokers loan figures rose in the week 
ended December 8th to a 10 year record 
at $1.3 billion and $303 million more 
than one year earlier, indicating larger 
public market participation. 


_ of Over 550,000,000 
Shares of Big Board Common Stock 


Pinpointed in our New Survey 


This 20-page document, prepared especially for the 
larger investor, lists total share holdings of officers, 
directors, trusts, estates, corporations, insurance 
companies, investment trusts, colleges, foundations 
and other concentrated holdings. Ownership of 5% 
or more of outstanding shares of each company is 
pinpointed as well as non-dividend payers and 
issues paying stock only. Over 1,000 issues itemized. 


A limited number of copies are available for substan- 
tial investors; write on your letterhead for a copy. 


It you have not as yet written for a copy of our spe- 
cial list of insurance company, investment trust, col- 
lege and foundation common stock holdings released 
recently, we suggest you do so at the same time. 


Hemphill, Noyes @ Co. 


Members Principal Securities Exchanges 
15 BROAD STREET, NEW YORK 5, N. Y. 
Private wire connections to our offices in 


BEVERLY HILLS 
LOS ANGELES 


ALBANY 
INDIANAPOLIS 
READING TRENTON 


BOSTON 


TUCSON 





CHICAGO HARRISBURG 
PHILADELPHIA PITTSBURGH 
WASHINGTON, D.C, YORK 
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—— End of Month —— Range for Period—— 
1. U.S. Government Yields —..__. —_ : 
8-Year Taxable Treas. —....__- % 1.73 1.75 2.24 1.98-1.35 2.80-1.68  1.68-0.90 1.82-1.67 (a) (a) (a) 
5-Year Taxable Treas. — % 2.07 2.05 2.43 2.16-1.75 3.00-1.76  1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. _......_-> ss % 2.49 2.44 2.63 2.49-2.33 8.16-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
en 2.56 2.55 2.87 2.71-2.42 3.16-2.21 2.48-1.96 2.48-2.03 (a) (a) (a) 
Victory 2%, 12/15/67 _.___-___.. % 2.56 2.54 2.86 2.72-2.43 3.31-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
ao 2.69 2.67 3.03 2.91-2.56 (b) (b) (b) (b) (b) 
2. Corporate Bond Yields — ~~... = 
Aaa Rated Long Term —__________ _~ % 2.89 2.88 3.13 3.11-2.85 3.44-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term ——..____ % 3.04 3.04 3.29 3.27-2.99 3.52-2.70 2.98-2.58 3.06-2.66 7.03-2.90 6.84-4.59 
-_ eee aoe Tee ................- % 3.13 3.14 3.41 3.39-3.12 3.69-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term _..._____ “ 3.45 3.46 3.75 8.74-3.45 8.90-8.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax-Exempt Bond Yields — 
Aaa Rated Long Term —....__. % 1.96 1.96 2.14 2.21-1.90 2.73-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (b) (ec) 
Aa Rated Long Term —.........-_--_ N 2.05 2.06 2.29 2.32-2.00 2.96-1.87  2.21-1.04 2.11-1.21 3.02-1.78 (b) (ec) 
A Rated Long Term —......________.... % 2.40 2.39 2.78 2.83-2.37 3.34-1.72  2.64-1.28 2.49-1.49 $.29-2.11 (b) (c) 
Baa Rated Long Term —_..__________. Y/ 2.90 2.98 3.32 3.32-2.90 3.79-1.98 3.05-1.57 2.94-1.80 8.71-2.60 (b) (c) 
4. Preferred Stock Yields —----_»_-___ 
Industrials—High Dividend Series 
SS aoe, | 3.85 3.86 4.04 3.94-3.85 4.24-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
ee Oe ee 4.53 *4.57 5.16 4.96-4.53 5.28-4.68 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Divended Series 
SS ee eee 3.65 3.65 3.83 3.82-3.65 4.02-8.45 3.92-8.27(d) (d) (d) (d) 
Medium Grade —.......___. % 4.11 4.12 4.22 4.27-4.05 4.39-8.80 4.20-8.52(d) (d) (d) (d) 
Utilities—Low Dividend 
EE ET, 3.86 3.85 4.16 4.14-3.85 4.45-3.77 4.24-8.40(d) (d) (d) (d) 
Medium Grade ....__......._...... % 4.20 4.19 4.55 4.51-4.18 4.87-4.19 4.65-3.69 (d) (d) (d) (d) 
5. Common Stocks 
125 Industrials—Prices (f) $110.13 $100.66 $75.90 110.13-77.81 80.89-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78,06-34.81 (e) 
125 Industrials—Dividends (f) $ 4.72 $ 4.46 $ 4.25 4.72- 4.27 4.55-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (e) 
125 Industrials—Yields eee ee es 4.29 4.43 5.60 5.49- 4.28 6.84-5.14 7.29-8.20 7.71-8.56 10.13-2.59 6.21-3.19 (e) 











(a)—-U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—Low Dividend Preferred Yield Averages in this series date from 
(b)—U. S. Govt. Bond Yield Averages in this series date from April 15, 1953. Jan. 2, 1946. 
fe)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (e)—125 Industrials Averages date from Jan. 1, 1929. 

(f)—Dollars per share. 








*Revised 
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Chicago’s Midway Airport—World’s busiest 


One plane landing or leaving every 86 
seconds, or 1,000 planes a day—that’s the 
traffic at Midway Airport, the hub of 
aviation for the United States. In fact, 
according to the Civil Aeronautics Admin- 
istration, Midway is the busiest air harbor 
in the world. 

It’s an exceptional Chicago business that 
doesn’t have men traveling—or goods 


being shipped in or out—by air. This 


tempo is indicative of Chicago’s industrial 
activity and the remarkable progress of 
the city. 

The Continental Illinois Bank has had 
an active part in the growth of Chicago 
industry and transportation, and its help- 
fulness is greater today than ever before. 

You, too, are invited to call on us at any 
time. We'll be glad to share our experi 


ence with you. 





1 (e) 
| (e) 
)(e) 


from 
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Our Steadfast 
Policy for over 
AO years 





. Financial institutions are invited to 


avail themselves of our services. 


SALOMON BROS. & HUTZLER 


Dealers and Underwriters of High-Grade Securities 
Members New York Stock Exchange 


SIXTY WALL STREET, NEW YORK 5, N. Y. 


BOSTON + PHILADELPHIA * CLEVELAND e CHICAGO « SAN FRANCISCO 
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Tax GAINS IN JEOPARDY? 


The token tax relief granted to in- 
vestors by the 83rd Congress, noted in 
September in this column as a step in 
the right direction but inadequate to 
attract an augmented capital flow into 
the equity markets, may cast dividend- 
paying stocks in the role of ducks in 
the 1955 political shooting gallery. It 
is reported from Washington that Con- 
gressman Cooper, who led the fight 
against dividend relief in favor of an 
across-the-board rise in individual ex- 
emptions, will head the House Ways 
and Means Committee. Early steps to 
repeal the dividend exemption credit 
would appear logical with Democratic 
control of this body but the Senate 
may prove to be a stiffer political 
hurdle in any tax reshuffling program 
in the new Congress. 


According to an early December 
press statement by Secretary Humphrey, 
President Eisenhower’s budget message 
to the Congress in January will discuss 
measures necessary to meet an expected 
deficit for 1955-56. The Secretary left 
the strong implication that it would 
be necessary to ask postponement of 
the automatic reduction in excise and 
corporation taxes scheduled for April 
first. 


Wuy Feperat Prick Contro.? 


The Supreme Court’s June _pro- 
nouncement in the Phillips Petroleum 
case that the Federal Power Commis- 
sion shall have the power to determine 
the price at the well of natural gas 
moving into interstate consumption sets 
a precedent of immense implications to 
our entire economic scheme. It is the 
first peacetime commodity price regu- 
lation in our history and opens the door 
for the Federal Government, through 
this intrumentality, to “dominate the 
regulation, production and _ utilization 
of the energy resources of the United 
States,” to quote Texas Governor Allan 
Shivers. Conflict between the Federal 
body and state regulatory commissions 
is inevitable, exploratory initiative will 
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be lessened and logic would call for 
extension of regulatory prices to com- 
peting energy sources such as coal, and 
especially oil, which is usually jointly 
produced with natural gas. These are 
only a few of the expected drawbacks 
but the most serious is the peacetime 
breaching of the principles of free 
economy based upon the laws of supply 
and demand. 


Probably millions of gas users in the 
north feel that their interests are being 
protected and that they are henceforth 
assured of adequate supplies of this 
fuel at a reasonable price. Causes have 
a nasty habit of being translated into 
effects and regulation has always proven 
less of a spur to development of new 
sources than the competition inevitable 
among more than 4,000 gas producers 
eager to sell their product to best ad- 
vantage. In spite of the tremendous in- 
crease in natural gas demand in recent 
years in areas far removed from pro- 
duction, its price has risen much less 
since 1939 than the more than 100% 
increase in both coal and oil. Produc- 
tion, as distinguished from long dis- 
tance transmission, is extremely com- 
petitive and the profit motive will es- 
tablish a price which will move with 
basic conditions and at the same time 
permit development of new sources. 


The ruling in question has caused a 
furore in gas producing and transpor- 
tation circles and a corresponding rise 
in the BTU content of several speeches 
by industry leaders before recent in- 
vestment group meetings. Regardless of 
the legal soundness of the Supreme 
Court ruling, it cannot fail to raise the 
spectre of more beaureaucratic medd- 
ling with the enterprise system and no 
specious plea of “the public welfare” 
should be permitted to stand in the way 
of a full study of the subject in the 
next Congress. 


PENSION FUNDS AND Equity MARKETS 
INTERDEPENDENT 


The continuing surge of private pen- 
sion fund money into the markets has 






probably provoked more comment than 
any investment development in recent 
years because it represents new money, 
money which would unquestionably 
not be available for corporate use to 
the same degree if received now by the 
eventual beneficiaries in the form of 
increased salary or bonus, instead of 
being pooled through a life insurance 
company or trustee. The current worth 
of these more than 25,000 plans and 
their annual increment is largely an 
informed guess, for lack of a central 
reporting source and the habitual reti- 
cence of fund administrators, but the 
usual figure of annual increment is now 
taken as somewhere around $2 billion, 
with the expectation that this will rise 
to $6 billion by 1960 as corporation 
pay-ins grow and more plans are 
created. 


The demands for risk capital in our 
expanding industrial economy were re- 
cently calculated by Chairman Benja- 
min Fairless of United States Steel 
Corporation at around $300 billion over 
the next twenty years or some $15 bil- 
lion per year. Even if this figure of 
$6 billion annual inflow is attained, 
the roughly 40% which now moves into 
insured plans will find only a moderate 
outlet in the equity markets for reasons 
touched upon in this column last month, 
although this could broaden somewhat. 
The balance of $3.6 billion, using the 
current yardstick of equity investment 
in pension funds of around 25-30%, 
would furnish slightly over $1 billion, 
thus leaving plenty of leeway for other 
institutional sources, as well as the pub- 
lic, as finance becomes more an accepted 
fact in the middle and lower income 
brackets. Pension fund money is never- 
theless an important and welcome factor 
in the market. 


Although pension fund managers 
have generally been reluctant to reveal 
dollar figures, they heve been willing to 
divulge portfolio composition percent- 
age-wise and yield data. For this atti- 
tude there are many reasons, not the 
least of which is the fact that some ex- 
tremists are not favorably disposed to 
the use of equities in actuarially com- 
puted plans, in the conviction that fixed 
income from first grade debt securities 
should provide the means to meet fixed 
obligations. It is true that under such 
plans the obligation is one for fixed 
dollars but the rewards of successful - 
investment of a portion of the holdings 
in stocks of high grade, while the 
benefits do not inure directly to the 
beneficiaries, do make their position 
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Conspephive Quatterly Dividend 
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Y WELLINGTON 
<> FUND 


22c a share from net investment 
income, and 63c a share distribution 
from realized securities profits, pay- 
able December 29 to stock of record 
December 8, 1954. 


WALTER L. MORGAN, President 


UTILITIES 
COMPANY 


DIVIDEND NOTICE 


The Board of Directors today 
declared a dividend of 58 cents 
per share on the Common Stock 
of the Company, payable Jan- 
vary 3, 1955 to stockholders of 
record at the close of business 
December 1, 1954. 


D. W JACK 
Secretary 


‘ 
, 


November 19. 1954 


DR a 


Southern California 
Edison Company 


DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 182 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 
DIVIDEND NO. 31 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


_ 50 cents per share on Orig- 
inal Preferred Stock; 


27 cents per share on Cumu- 
lative Preferred Stock, 4.32% 
Series. 


The above dividends are 
payable December 31, 1954 to 
stockholders of record Decem- 
ber 5. Checks will be mailed 
from the Company's office in 
Los Angeles, December 31. 


* P.C, HALE, Treasurer 


OF SSS SSBF TTS STF 44444444448 


stronger because of the higher return, 
while the obligor’s obligation continues 
unchanged. Better return in good years 
may enable the corporation to meet its 
needs in time of less prosperity and 
could conceivably avoid a breach of the 
contractual arrangement under adverse 
circumstances. Unless the trustee adopts 
a frankly speculative approach, which 
would obviously be most unwise, the 
place of equities for these entities seems 
assured. 


That this viewpoint has become the 
most favored approach has been de- 
veloped in surveys previously reported 
here. It is probable that the fund with 
no stocks in its makeup is the excep- 
tion today and the performance of the 
market has built up some very nice 
profits for some of these units, to judge 
from a recent roundup by Commerce 
Clearing House. Its survey indicated 
that in the year ended the past June 
30th, 49 company funds had around 
25% appreciation in market valuation, 
with yields of 42 funds figured at 3.67% 
upon cost prices and 3.55% on June 
30th market. The average yield upon 
cost of 28 funds with common stocks 
was 5.11% against 4.51% upon market 
price. Admitting that pension invest- 
ment policies, because of their compara- 
tive newness, at least in respect to num- 
ber, have yet to face the test of a con- 
tinuing decline in values, the modest 
proportion of total assets represented 
by risk securities would not seem to 
present an undue degree of vulnera- 
bility. 


Eguities Fitt IMporTANT 
ENDOWMENT NICHE 


The growing reliance of even the 
most conservative accounts upon equity 
investments is strikingly illustrated by 
a tabulation of the endowment fund 
portfolios of 35 leading educational 
institutions at June 30th of this year, 
compiled by Vance, Sanders & Co. The 
consensus of this group of experienced 
professional investors that 50% of 
these important monies be placed in 
common stocks is a tribute to today’s 
appraisal of corporation management. 


At reporting date, the market value 
of the combined portfolios was roughly 
$1.7 billion, with an average of 50.4% 
in common stocks and 34.8% in bonds, 
followed by preferred stocks and real 
estate, including mortgages, of around 
6% each. The range of common stock 
percentages runs from a low of 30.7% 
to a high of 72%, with all except eight 
institutions within the 40-60% bracket. 


KENNECOTT COPPER 
CORPORATION 


161 East 42d Street, New York, N.Y. 
November 19, 1954 


A cash distribution of Two Dollars 
and Twenty-five Cents ($2.25) a 
share has been declared today by 
Kennecott Copper Corporation, pay- 
able on December 17, 1954, to 
stockholders of record at the close 
of business on November 30, 1954. 


ROBERT C. SULLIVAN, Secretary 


INTERNATIONAL 
SHOE 
COMPANY 


St. Louis 


175 


CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ per 
share payable on January 1, 
1955 to stockholders of record 
at the close of business Decem- 
ber 15, 1954, was declared by 
the Board of Directors. 
ANDREW W. JOHNSON 


Vice-President and Treasurer 


December 2, 1954 


Common and 
Preferred Stock Dividends 


The Board of Directors of Safe- 
way Stores, Incorporated, on 
Nov. 9, 1954, declared the 
following quarterly dividends: 


60¢ per share on the $5.00 
par value Common Stock. 
$1.00 per share on the 4% 
Preferred Stock. 

$1.0736 per share on the 
4.30% Convertible Prefer- 
red Stock. 


Common Stock dividends are 
payable December 15, 1954 to 
stockholders of record at the 
close of business December 2, 
1954. Dividends on the 4% 
Preferred Stock and 4.30% 
Convertible Preferred Stock 
are payable January 1, 1955 to 
stockholders of record at the 
close of business Dec. 2, 1954. 


MILTON L. SELBY, Secretary 
November 9, 1954 
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Of these eigiitt, three are under 40% 
and five above 60%. Rice Institute 
holds the low record, probably due to 
what is regarded as sufficient risk ex- 
posure in its 30.7% real estate and 
mortgage position, plus ancther 30.7% 
unspecified commitment in “other” 
categories of its total $43 million en- 
dowment. Washington University heads 
the stock list with 72% of its $46.5 
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1! PLASTICS 


CELANESE 


CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N.Y. 


HE Board of Directors has this day 
declared the following dividends: 


4% % PRETERRED STOCK, SERIES A 
The regular quarterly dividend for 
the current quarter of $1.12% per 
share, payable January 1, 1955, to 
holders of record at the close of busi- 
ness December 3, 1954. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable January 1, 1955, to holders 
of record at the close of business 
December 3, 1954. 


COMMON STOCK 


12% cents per share payable Decem- 
ber 23, 1954, to holders of record at 
2 we of business December 3, 
1954, 


R. O. GILBERT 
Secret, 
November 23, 1954. eee, 






INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 
20 North Wacker Drive, Chicago 6 


* 
QUARTERLY DIVIDENDS 


4% Cumulative Preferred Stock 
51st Consecutive Regular 
Quarterly Dividend of 
One Dollar ($1.00) per Share 


$5.00 Par Value Common Stock 
Forty Cents (40¢) per Share 


Declared — Nov. 18, 1954 
Record Date—Dec. 10, 1954 
Payment Dates 
Preferred Stock: Dec. 30, 1954 
Common Stock: Jan. 3, 1955 

RE: ‘ A. R. Cahill 
Vice President and Treasurer 
* 


Phosphate ¢ Potash ¢ Plant Foods 
Chemicals ¢ Industrial Minerals 
Amino Products 
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million fund in this medium and an- 
other 14.5% in real estate and mort- 
gages, presumably for better than 
average return. 


The factor of potential capital growth 
which motivates stock purchase likewise 
carries over into the bond column where 
three institutions hold convertible bonds 
in amounts ranging from 1.66% to 
33.8% of their total bond positions. 
The same urge is even more marked 
in the preferred stock list which finds 
four holding convertible issues to the 
tune of 5.5%, 24.45%, 30% and 43%. 
These evidences of pressure for capital 
growth naturally are due to the rising 
costs of education and limited facilities 
to turn out a larger body of graduates, 
and emphasize the necessity for a nice 
investment balance between prudence 
and calculated risk in portfolio opera- 
tions. 


Investment composition of the 21 
colleges and universities with endow- 
ments of $20 million and above is as 
follows: 


Pfd. Com. 
Total Bonds Stocks Stocks 


(in m’s. $) (in % ofmarket) 
Amherst —..._.____ 28 358 54 56.1 
Calif. Tech. _...... 41 288 11.4 54.1 
Caltorsia __..._. 79 46.6 8.7 39.4 
Carnegie Tech. _. 35 488 9.9 41.3 
Chae 120 195. 60 S12 
Caren 62 44.0 2.7 53.3 
Dartmouth ___. 38 313 23 G4 
Harvard 365 42.9 5.1 51.4 
Johns Hopkins ___. 3? 355 62 S8h 
MOS. <n «a ee es ae 
Obeatin 40 30.1 11.1 49.9 
Pennsylvania _.. 54 25.4 10.0 52.5 
Princeton __...... 2 386 75 S23 
ae ee 43 61 18 30.7 
Rochester —...__ 92 41.2 5.5 48.7 
: | nr 29 168 58 441 
Vanderbilt _......... «41 29.2 45 442 
Vanar .. MB Bl A BB 
Washington ______. 4T 37. 22 Tz0 
Williams College _. 21 246 16.3 55.4 
Yale University _.. 178 320 8.9 48.7 


The largest of all college endow- 
ments, that of Harvard University, is 
widely regarded as an example of out- 
standing management and it will be 
noted that its stock position of 51.4% 
is only a shade above the norm for the 
list. This compares with 49% at the 
previous report date. More than twice 
as large as its nearest rival, Yale Uni- 
versity, Harvard follows an aggressive, 
yet prudently balanced, program which 
stresses stock concentration in fewer 
companies in the top grade. Another 
trend has been toward lessened parti- 
cipation in preferred stocks, now 
standing at a nominal 5.1%, and with 
accent upon convertible features or 
possible retirement through sinking 








Consecutive 


Quarterly Dividend 
A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable January 14, 1955, to stock- 
holders of record Dec. 10, 1954. 
EMERY N. LEONARD 
Secretary and Treasurer 
Boston, Mass., Nov. 15, 1954 





GENERA 
PORTLAND 
CEMENT 
COMPANY 


COMMON 
STOCK 
DIVIDEND 


The Board of Directors of General 
Portland Cement Company has this 
day declared a dividend upon its 
Common Stock of 65 cents per 
share with respect to the quarter 
ending December 31, 1954, anda - 
further year-end dividend of $1.00 
per share, both payable December 
14, 1954 to stockholders of record 
at the close of business on Decem- 
ber 1, 1954. The stock transfer 
books will remain open. 
HOWARD MILLER, 


November 12, 1954 Treasurer 






Pullman 
Incorporated 


88th Consecutive Year of 
Quarterly Cash Dividends” 
paid by Pullman Incorporated 
and predecessor companies 











A regular quarterly dividend of 
seventy five cents (75¢) per 
share will be paid on December 
14, 1954 to stockholders of rec- 
ord November 30, 1954. An extra 
dividend of one dollar ($1.00) 
per share will be paid on Janu- 
ary 6, 1955 to stockholders of 
record December 15, 1954. 


CHAMP CARRY 


President 













~ TRAILMOBILE 





1103 















mEGREC. | 
E The fae 





Sue = 
sane 








Tes 
250 
CL TTT 
t aa se nn 
1) 


_ 





MAJOR ECONOMIC CHANGES IN THE ae STATES SINCE 1894 


ann 





















UV, Th 
TNT TT NT 
ATTA 
CRT 


SETAE TT 
TOL TAT PE PPO 





a 
8 


a 
s 


HIGH GRADS BOND YELDS ——_.. 
& 


fund. In the bond section, maturities 
have been lengthened, especially in the 
utility field, and bonds with maturities 
longer than five years stand at 58% as 
compared with 48% two years earlier. 


An analysis of the Harvard Fund’s 
operations prepared by The Putnam 
Management Co. of Boston indicates 
that for the fiscal year just closed, in- 
vestment income of $12.2 million rep- 
resented a return of 5.09% on histori- 
cal cost, the best in many years. Public 
utility stocks represented the largest 
holding at 29.3%, followed by oils at 
22.2% and insurance stocks at 11.6%. 
Natural gas holdings rose markedly, 
presumably because of their great 
growth potential, but electric utilities 


Dividend Notice 
MIDDLE SOUTH UTILITIES, Inc. 


The Board of Directors has this day 
declared a dividend of 37¥%2¢ per 
share on the Common Stock, pay- 
able January 3, 1955, to stockhold- 
ers of record at the close of business 
December 10, 1954. 

H. F. SANDERS, 


New York 6, N. Y. Treasurer 


November 29, 1954. 
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and telephones were likewise expanded. 
The ten major holdings at report date 
were as follows: 


Standard Oil (N.J.) —... $7,776,000 
General Electric 6,189,000 
Da Pet... 5 
Seaboard Airline —..... ‘Joeo000 
he ee 4,538,000 
International Paper — 3,703,000 
North American Co. _— 3,563,000 
General Motors — 2,870,000 
Aetna Life Ins. _......._..._ 2,172,000 
Weyerhaeuser Timber aoe 2,646,000 


A AA 


New Haven Foundation 
Completes 25 Years 


The New Haven Foundation, which 
celebrated its 25th anniversary in 1953, 
reports for that year funds totaling over 
$5,000,000. Income distributed in 1953 
amounted to $144,809, paid to 59 
agencies and organizations compared 
with $85,124 to 42 agencies in the 
previous year. For the twenty-five year 
period a total of $775,000 has been 
made available to charitable organiza- 
tions in the area. 
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Besides its many special funds, the 
Foundation administers a General Fund, 
established with an anonymous gift of 
$22,500 to encourage more gifts to the 
Foundation as memorials. The General 
Fund in 1953 received gifts totaling 
$2,557 in memory of 21 individuals, 
bringing the total to more than $38,000 
by some 500 separate gifts. The names 
of all who have been memorialized are 
published in the annual report. 


The Foundation’s distribution com- 
mittee consists of seven residents who 
are informed on the charitable needs of 
the community. Terms are seven years, 
one member’s term expiring each year, 
and they are appointed in turn by the 
Mayor of New Haven, the Judge of the 
Probate Court, the President of Yale 
University, the President of the New 
Haven County Bar Association, and the 
Trustees’ Committee, which appoints two 
members. 


The financial trustees are five New 
Haven banks and trust companies. 





CITIES SERVICE COMPANY 
Dividend Notice 


The Board of Directors of Cities Service Company on December 3, 
1954 declared a quarterly dividend of one dollar ($1.00) per share 
on its $10 par value Common stock and a year-end dividend of 
one dollar ($1.00) per share, both payable December 20, 1954 to 
stockholders of record at the close of business December 10, 1954. 
The board also declared a stock dividend of two per cent (2%) on 
the presently outstanding shares payable January 17, 1955 or as 
soon as practicable thereafter, to stockholders of record at the 
close of business December 10, 1954. a 
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ERLE G. CHRISTIAN, Secretary 
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type of investment. Inquiries will receive the per- 
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Bond Department 


THE CHASE NATIONAL BANK 
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Member Federal Deposit Insurance Corporation 
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HE TEXTILE INDUSTRY, AFTER A LONG 
pete since the summer of 1953, 
is finally, in the fourth quarter of 1954, 
showing signs of recovery. Fundamental 
factors indicate that this recovery should 
gain momentum in 1955 with both a 
rise in volume and an improvement in 
profit margins. The characteristic, indi- 
genous cyclical swings should continue in 
the future but on a more moderate 
scale. Over the longer term period the 
increased demands arising from popula- 
tion growth together with the fact that 
production capacity is now in fairly 
close balance with normal demand, could 
well mean that the industry should 
emerge into an era of more stable earn- 
ings. 

Marketwise, textile shares have been 
sluggish during the bull market under 
way since the latter part of 1953. As 
against a rise of about 50% in the 
Dow-Jones Industrial Average from the 
1953 low point to mid-November 1954, 
textile shares on average have advanced 
only about 22%. Also, over a longer 
term, textile shares have fared worse 
than the industrial stock average. Tak- 
ing 1949 as a base, which was a year 
of business adjustment, the Dow-Jones 
Industrial Average at present shows a 
gain of 130% as against only 37% for 
the textile share average. 

The Korean War period was a hey- 
day for the textile companies and this 
was reflected in share prices. The aver- 
age share price of three large synthetic 
fiber producers (American Viscose, Cel- 
anese Corp., and Industrial Rayon) 
which at the 1949 low sold at 27 reached 
69, but subsequently fell back to 29 in 
early 1954, and currently (mid-Nov.) 
1954) is about 30. Average share price 
of five large weavers (Burlington Mills, 
Cannon Mills, Cone, Lowenstein and J. 
P. Stevens) rose from 22 at the 1949 
low to the 41 Korean War high, fell back 
to 25 by early 1954 and currently is 31. 
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Painting by Marshall Johnson in collection of State Street Trust Co., Boston 


The author is a graduate of Columbia 
University School of Business, with Degree 
of B.S., and subsequently specialized in 
finance at the New York University Gradu- 
ate School of Business, with Degree of 
M.B.A. After several years with industrial 
concerns, entered the investment securities 
field and for 17 years has been senior 
analyst with the investment counsel firm 


of Lionel D. Edie & Co., Inc. 


Wide Swings in Textile Activity 


In actual production performance, the 
textile industry at the mill level has 
shown itself considerably more vulner- 
able than industrial production of the 
country as a whole. The Federal Reserve 
Board Index of Industrial Production 
(manufacturing) receded only 8% from 
the peak 1953 second quarter to the 
low quarter in 1954, which compares 
with a decline of almost 20% in the 
textile mill products component of the 
F.R.B. Index. The apparel and _ allied 
products component was less vulnerable, 
receding 10%. 

The F.R.B. Index levelled off during 
the second and third quarters of 1954 as 
has the textile mill products component. 
Production gains in many individual in- 
dustries during the fourth quarter 1954 
appear to signal the beginning of an 
uptrend in business as a whole, which 
should carry the Index higher in 1955. 
Textiles also are turning the bend, and 
because of the more volatile fluctuations 
in this industry, recovery should exceed 
that which will occur in the overall In- 
dex. 


DYNAMICS OF INDUSTRY 


——_—_@—____ 


TEXTILES 


UPSWING INDICATED 
ForR VOLATILE INDUSTRY 


H. WILLIAM KNODEL 


Erratic Earnings Performance 


Profitwise, the textile industry suffered 
more serious erosion than most other 
industries in the 1953-1954 decline. The 
earnings for 1954 for most textile com- 
panies are the lowest in the postwar pe- 
riod. Again taking the three synthetic 
fiber producers, 1954 net before Federal 
taxes is about $43 million (partly esti- 
mated), down 31% from the $62 mil- 
lion reported in 1953. The five textile 
weavers will have about $57 million 
pretax net earnings in 1954, down 41% 
from 1953. In comparison, the pretax 
net of the Dow-Jones Industrials will 
be off only 7% after taxes. The 1954 
net of the textile companies will be 
down about the same percentage-wise 
as pretax results but for the Dow-Jones 
Industrials, because of the elimination 
of the excess profits tox, it will be 
higher by about 2%. 


The record of the three synthetic pro- 
ducers ard the five textile weavers for 
some recent years is shown in the fol- 
lowing table. The year 1947 was the 
banner year for textile weavers, spurred 
by deferred war-time demands in the 
United States and huge export volume. 
The year 1949 was one of business cor- 
rection; 1951 reflected the Korean War 
surge. 


The question naturally arises as to 
why 1954 textile earnings suffered sharp 
reverses while industrial earnings as ex- 
pressed by the Dow-Jones Industrials 
fared so well. Primarily the reasons are 


RECENT SYNTHETIC AND TEXTILE RECORD 


3 Synthetic Fiber 


5 Textile Weavers 


Producers 
Sales Pretax Net N Sales Pretax Net % 
(Millions) (Millions) (Millions) (Millions) 
1947 ne . $430 $ 97 21.5 $ 703 $163 23.2 
oo cs 416 82 19.7 888 103 11.6 
BN hi seinen 2 537 142 26.4 1,147 133 11.6 
ee Ie 465 62 13.3 1,229 97 71.9 
ee 425 43 10.1 1,040 57 5.5 
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1) volume fell off more sharply in tex- 
tiles as already discussed. 2) due to the 
type of competition in the textile indus- 
try, prices of products declined appre- 
ciably during the 1953-54 correction pe- 
riod whereas in most other industries 
prices were maintained and in some 
cases even increased. These two circum- 
stances jointly shrank textile profit mar- 
gin close to the vanishing point particu- 
larly as companies found it difficult to 
cut expenses. The Bureau of Labor 
Statistics’ textile mill average hourly 
wage rates, for instance, were the same 


in 1954 as in 1953 at $1.37 per hour. 


Competitive Conditions Keen 


While other product prices remained 
firm, with variation of less than 2% 
over the past two years, when textile 
volume fell off, competition forced prices 
down. The viscose and acetate producers 
cut prices of staple fiber from 40 cents 
to 34 cents a pound (induced in part 
by foreign import competition) ; and in 
filament yarn, while list prices changed 
little, actual sales were frequently made 
at substantial discounts. In the apparel 
field viscose and acetate have lost 
ground to other fibers, to cotton as well 
as to nylon and the new synthetics. 


Textile weavers were likewise harassed 
by declining prices with no commensur- 
ate drop in costs. Thus, in cotton con- 
structions the average mill margin, which 
in the second quarter of 1953 was 32.3 
cents per pound, fell to a low of 26.3 in 
the third quarter of 1954. The average 
mill margin for 1954 will be about 26.8 
cents or not much above the breakeven 
point for an efficient mill. This compares 
with 32.2 cents in 1953; 38.6 cents in 
1950 and 52.5 cents in the 1947 bonanza 
year. The cotton mill margin is a com- 
putation which represents the difference 
between the price of cloth obtainable 
from a pound of raw cotton and the 
price of raw cotton itself. It represents 
what is left to cover (1) manufacturing 
costs other than raw cotton and (2) the 
manufacturer’s profit. No mill margin 
figure is compiled for grey goods, but 
cloth prices have been falling more or 
less steadily since August 1952. At that 
time six rayon grey goods constructions 
sold at an average price of 32.3 cents 
a yard. During the second and third 
quarters 1954 this average was only 
26.8 cents. The Korean War peak in 
February-March 1951 was 42.2 cents. 


The Textile Cycle 


A study of the textile industry in the 
two decades between World War I and 


the beginning of World War II shows 
that cycles of approximately two years 
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TEXTILE CYCLES 1921-1954* 


Period‘ Months 
Duration 
Prewar 
ge Ee ip Se eles 36 
ee ye 24 
By Mpa OE nc 24 
lo A | ae ee amr eireae er Se : 25 
ares ee 23 
Creer ae 2 a 35 
TReEPPOO 22 35 
Postwar 
re on 23 
2 kU. Pe ene... eae 24 
Cael ee 36 
8/62-1/64- 2 is 24 


*Excludes World War II period. 
1Low point to low point. 


2Excess of exports over imports of semi-manufactured and manufactured textiles. 


Includes cotton, wool, silk, and synthetic fibers. 


duration were the predominant charac- 
teristic. This two-year cycle in turn fluc- 
tuated around the curve of general busi- 
ness activity, and together these two fac- 
tors apparently comprised the major 
ones influencing textile activity. The 
main characteristics of the textile cycles 
since 1921 are indicated in the accom- 
panying table. Also, the three most re- 
cent cycles are graphically shown by 
the chart. 


Seven distinct textile cycles were com- 
pleted between the years 1921 and 1938. 
In some instances, the cycle lasted ap- 
proximately three years. Since the end 
of World War II, four cycles have been 
completed, three of which ran for two 
years each, but the cycle encompassing 
the Korean War lasted three years. The 
most recent one started on its upswing 
in the summer of 1952, reached a peak 
in the second quarter of 1953; then 
went into a downswing to July 1954. A 
new cycle is now in the beginning stage 
of upswing. Normally, it would cover 
a two-year period for completion. 


Part of the chemical storage facilities of Chemstrand’s Acrilan plant at Decatur, Ala. Power 
plant in background is located on Tennessee River. 





















































Avg. Monthly Per Capita Fiber 
Consumption Lbs.® 


Gross Net Exports? Net for U.S. 
2.55 0.07 2.48 
2.56 0.08 2.48 
2.73 0.11 2.62 
2.52 0.11 2.41 
1.99 0.08 1.91 
2.24 0.05 2.19 
2.61 0.03 2.58 
3.71 0.28 3.43 
3.40 0.31 3.09 
3.61 0.20 3.41 
3.33 0.18 3.15 


The chief cause of this textile produc- 
tion cycle appears to be the periodic 
fluctuation in the stocks or inventories 
of goods held at all stages of production 
and distribution. No actual figures are 
available that show just what “normal” 
would be of any textile in all stages of J 
production from yarn on to unsold retail 
inventories. Nevertheless, at the low- 
production point in the cycle these total 
inventories would be at a minimum 
level under conditions then existing. 


Normal replenishment demand grad- 
ually asserts itself. Textile output be- 
gins to rise, usually under the stimulus 
of a price increase in yarns, gray goods, 
finished goods and fabricated goods. 
This snowball of production increases 
until the entire range of textile inven- 
tory mentioned reaches a level that in- 
duces caution. Then individual fabri- 
cators and distributors decide in rapid 
succession that they have plenty of goods 
in stock. They stop buying or reduce 
sharply new commitments, and textile 
production falls. When inventories have 





4 — 
Photo from American Viscose Corporation 
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again dropped back to a minimum level, 


give the per capita production of tex- 


tion reaches approximately three quar- 












































































































































































































































buying starts again, and the cycle is_ tiles based on the amount of fibers pro- ters of the average monthly production t 
ted. Fundamentally, buyer psy- cessed at the mills, less the estimated for the cycle, it constitutes a signal of tl 
repea y 
chology causes the cyclical swings in tex- excess of exports over imports. For each caution. When cumulative over-produc- t 
tiles. of the cycles, average monthly produc- tion reaches more than one month’s 1 
. ; ‘ tion per capita was calculated (which average production, it should be con- 0 
Extent of — With over the goog _ —— con- peg — — 5 f 
sumption) and from this monthly aver- e chart also shows the beginning Lf 
Per capita consumption of fibers varies ge figure the overproduction or under- of the current cycle starting with August r 
| for the different cycles. A high rate of production for each month was esti- 1954. It is estimated that average month- Si 
general business activity means more mated. Underproduction would occur ly production (which for the full cycle tl 
demand for industrial textiles, and, like- when the amount of fiber was less than equals consumption) should be the same 0: 
wise, the wages flowing from an active the monthly average for the cycle, and, as the 3.15 pounds per capita attained 
business situation help increase the pur- conversely, overproduction when it was in the preceding cycle August 1952 to 
usiness s P P . <sogalon 0 
chase of textile consumer goods. An ex- greater than the monthly average. These July 1954. Superimposed on this esti- at 
tremely low consumption of 1.91 pounds monthly overproduction and underpro- mated normal consumption line are the th 
per capita monthly was recorded in the duction figures were then carried on a __ figures of actual monthly per capita pro- “s 
| September 1930 to July 1932 cycle, a cumulative basis for each full cycle. duction for domestic use. " 
i i- Textil duction has b th 
Sees. A comtenhly x Warning Signals agewing from the 1964 low point‘and | ¢ 
proved level of general business subse- From the behavior of past textile this trend should continue at least <. 
| quently during the July 1935 to April- cycles, when the cumulative overproduc- through the second quarter of 1955. pe 
erage monthly Frei leak ate Fo Te oe Pras Pr Ch a 
° 1C8s, -rounds er apita 
sre nate wan mire cagraanin be- Production for Cycle Rautls Consumption for Cycle " 
| tween the peak an e low inventory ounds 
points of the seven pre-World War II Capita 
textile cycles was approximately 1.3 [itt SCE EEE HEE EE HEE EEE t 
months ovens i ec of textiles. ied : H a Eijestestestonts LHe EEE EEE Eee ett 
It is probable that staple goods tend to Sere BOSSES DEG SS0 S000 000000 ERE8 H SERSUEEEESEREEEGEEEEE be 
igor con inventory excesses than aH HHS Seaeen aun 5 SUSSeunEe peste : 
Pee aaron ey | 
e first postwar cycle, September SUURSUREEGEE ESSERE rst boo Wits Ase EREGGGEGE 
195 nly 194, dnd snermaly Fo SEC HanMMtECHELEloy | ™ 
a a Se le vet Has- Ged SEGGEGGGREUNCG™>OG/. re SBETEy SE" SPURREEEE 
in Seana aae8 f: 
pounds per capita monthly, reflect g in ee EESREGSGUSSESEEROGREASEEEEAGEGROUSEEEEERS Ws 
part accumulated unfilled demand car- PEE EE meagaesasated sesetassetet on 
ried over from the war period, Exports HerranineEeeeaaaiat ine + ite 
also were high at 0.28 pounds monthly. [7 ree HEERRGRR H siniaiins H on 
Domestic demand in the next cycle, HHt++5 nit ot wane Po I 
: rth oH San SURSREGEGGEGGaauee « 
August 1947 to July 1949, simmered HH saan SSSSS0 000 0E0 SR SEE EEE be 
down moderately to 3.09 pounds month- : _ phe Hes eaves fof rake | a) ” oo 
ly, but exports increased to 0.31 pounds 4 = se sPeEUEE LOBED EORECERECEEEEEORL rae 
Th ame the three year cycle en vw. suas NAL NSE of 
_ ; a: vil SEUG! SERA (1008 Uf \!, VESSESEESEOEES 
: mi diy SU Cana Geaanailia an Vemsnuacee/zs 
compassing the Korean War when HH pai is aan PMR HEEEEH ae fagsee a Af 
monthly domestic consumption aver- HH po a: 4 Hace sat HH = 
aged 3.41 pounds of fiber per capita. In [+H LA BSN NWSEr4) 4. Ub4ERUGUEGSRGGE a 
this particular cycle, inventory accumu- of PS aiceee SHEE ay HH Ne 
lation at the peak was equal to 1.6 ?h Han SSSSYERSEEEE ROO SESUSESus JENEESESE TEE L400 re} 
Hf ibsfaseu sented tay aapententutet sbsiei fer Ggseetee seentegits 
months average consumption, an ex- Hitt set seusefastai ad asueetestents satssiie lteiteneetnstenfestel = 
arg high 2 a gga “ag H SUsGuaus( SESEEU GR, SUEEEEEEREREEE : eee AEE a 
| frenzi uying after the outbreak of - SEs SGRGGE COGGGG G0 JOOGGERGESSESER A Suuees seauaneuesrs(y) 
the War. The succeeding cycle from = Poe ett HoH Ho naan = 
August 1952 to July 1954 indicated a +444 senneeseecen (eeztt ineee dears eH the 
drop in average monthly consumption Hee saree seers tasted nel 
; SSE SSGEGHG@s GGEGEOGGEGGRSEGGREL GEO) HH ain penne sta 
to 3.15 pounds of fiber per capita month- <4 Asner Beneenensenaaneses ta 
ly and peak inventory accumulation stsststafeacett igudeuas EH at rig 
amounted to only about .8 of a month’s mote HE . 
ti This 1952-54 cycle was <cttett roo nineaae HH HH has 
+i gag, aaa - a oo Fe eee eee cee cae ee gee bes Sos eunene sun secuae Coo HoH Ht . 
one of extreme moderation and further coco 4 SUSUSERGESEEGUUEREEE jg anc 
” a i SSRRSRSeeEe oan oH ae 
reduction of inventories to a lower RROGUGEEGESUSEEGSUERES SURSSROUUEEEOEEGRUE fac 
“normal” level. . anus bot 
Referring to the chart, the course of Cor 
the three most recent textile cycles is Ve 
shown. Monthly data are plotted which the 
DE 
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Thereafter, activity should continue at 
the high level for the cycle well into 
the fourth quarter 1955. A declining 
trend can then be expected into 1956. 
This pattern, of course, assumes no war 
or large scale build-up of the armed 
forces. When the cumulative overproduc- 
tion line (dot-dash line on the Chart) 
reaches the 2 to 2.5 pound zone, it is a 
signal for caution, with the likelihood 
that textile activity will begin to taper 
off shortly thereafter. 


For the first half 1955 an increase 
of 18% over the corresponding period 
of 1954 can readily be projected for 
the Federal Reserve Board’s index of 
textile mill products, which will com- 
pare with a projected 4% gain for in- 
dustrial production in the aggregate. 
For the full year 1955, textile activity 
is estimated at 15% above 1954. Such 
on increase in activity should mean more 
favorable prices and profit margins for 


' the industry. 


Improved Basic Position 


Cyclical swings in the future should 
tend to become narrower under condi- 
tions of peacetime demand. This is so 
because excess capacity in relation to 
demand is on the point of disappearing. 
Over a longer period active cotton spin- 
dles as well as worsted and wool spindles 
have been shrinking in number. 


In 1953 cotton spinning overcapacity 
was eestimated at 7.8%. Since then, the 
number of active cotton spindles has 
decreased about 3% to the end of 1954 
and further ide is likely in 1955. 
In the meantime population in 1955 will 
be 3.4% greater than in 1953 with a 
cornparable increase in the demand for 
textiles. Cotton accounts for about 70% 
of total fibers used in the textile industry. 
After 1955, installation of new cotton 
spindles must be stepped up appreciably 
if adequate capacity is to be maintained. 
Not only must the scrapped spindles be 
replaced, but new ones must be installed 
to keep pace with the population incre- 
ment. As spinning is a beginning stage 
of textile production, the elimination of 


‘excess spindle capacity should improve 


the pricing situation not only for spin- 
ners and weavers but for all subsequent 
stages of production and distribution 
right down to the retailer. 


Some further important integration 
has taken place in the industry in 1954, 
and this also is a basic improvement 
factor. Integration in the past has been 
both horizontal and vertical, but usually 
concerned products of the same fiber. 
Vertical integration has involved for 
the most part the mill and converter 
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Flow chart of acetate 

yarn production. 
Solid cellulose is 
changed to liquid “acid 
dope” which is run 
through water to pre- 
cipitate solid cellulose 
acetate particles. These 
in turn are dissolved 
into a thick spinning 
solution which is 
pumped through warm 
air, leaving solid fila- 
ments. The filaments 
are twisted together 
and wound on a bob- 
bin. — Photo from 
American Viscose 
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Photo from Celanese Corporation of America 


2400-end creel, collecting eyeboards and reeds hanging in position prior to doffing bobbins 
at Bridgewater, Va., warp-knitting plant of Celanese’s Textile Division. 


phase of operations. Recent integration 
has tended toward a diversification of 
product covering the complete fiber 
range, cotton, wool and the various syn- 
thetic fibers. 


The textile mill industry is made up 
of over 1,800 plants, many of which 
are non-integrated, performing only a 
single operation, and often employing 
less than 50 people. In the past, the 
relatively large number of separate con- 
cerns in the textile industry has prob- 
ably been the main reason for the keenly 


“Dos lon Fund | 


competitive price situation during pe- 
riods of recession in textile activity. 


Upon the assumption that no devel- 
opments conspire to upset the normal 
functioning of the cyclical factors previ- 
ously cited, it would appear that the 
best-managed units in this volatile in- 
dustry have a period of improving busi- 
ness, both in volume and profits, in 
prospect. For obvious reasons, accounts 
which cannot afford to assume greater 
than normal risks for the hope of at- 
tractive appreciation potentials should 








MASSACHUSETTS INVESTORS 
GROWTH Stock FUND 


Massachusetts [xvestors Trust 


Century Shares Trust 


The 
Bond Fund 


OF BOSTON 


A prospectus relat: 


to the shares of any of these separate 


investment funds may be obtained from authorized dealers or 


TANCE, SANDERS & COMPANY 
111 DEVONSHIRE STREET 


BOSTON 
NEW YORK CHICAGO LOS ANGELES 
61 Broadway 120 South LaSalle Street 210 West Seventh Street 
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not be committed to this group but in 
large and diversified accounts holdings 
in some of the more stable situations may 
at this time repay careful study. 


A A A 


Forgotten Fortunes 


“Missing Beneficiaries to Estates” 
will be included in the next list of 
“lost” persons released to the news- 
papers by Tracers Company of America. 
Publication in leading newspapers 
throughout the country of articles con- 
cerning missing security owners for 
whom corporations were holding accu- 
mulated dividends has located 80% of 
those listed — or their next of kin — 
and the Company has received commit- 
ments from 150 newspapers which are 
ready to do a “Forgotten Fortunes” se- 
ries as soon as new lists for their areas 
have been prepared. 


Among the missing owners of $1.,- 
500,000 in accumulated dividends, list- 
ed by the New York World-Telegram & 
Sun in a recent 6-week series of articles, 
were a Floridora Girl, a ventriloquist 
and a circus clown. A lawyer and a 
sailor were included, as well as a nudist 
who invested in a garment factory. A 
tailor had overlooked an investment now 
worth $5,000 and a housewife, who re- 
ceived a partial distribution of $5,400 
four years ago, had a further $50,000 
waiting for her. One company alone 
was seeking 500 “lost” investors for 
whom it held a total of $800,000 in 


stock values and dividends. 


The trails of the missing investors led 
to Europe, India, Australia, the Philip- 
pines, South America, Canada and 
throughout the United States. Publica- 
tion of the list of names brought to- 
gether old friends and classmates, re- 
united 63 families, caused one man to 
be pursued by three former wives, and 
brought a woman seven proposals of 
marriage. Out of the 1,800 persons 
named 1,129 were located and received 


a total of $928,460. 
A 8 A 


Trust Company Winners in 
Annual Report Contest 


Provident Trust Co., Philadelphia, 
Equitable Security Trust Co., Wilming- 
ton, Del., and Bridgeport-City Trust Co., 
Bridgeport, Conn., respectively won 
first, second and third places in the small 
trust companies classification of the Fi- 
nanciel World’s annual survey of cor 
poration annual reports. These institu- 
tions were selected for the high quality 
of their 1953 reports. 


TRUSTS AND ESTATES 
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Vance, Sanders Funds Reach 
Billion Dollar Mark 


Total assets of the investment com- 
panies under the sponsorship of Vance, 
Sanders & Co. as underwriter recently 
crossed the billion dollar mark. On Sep- 
tember 30th, the last date comparable 
figures were available for the majority 
of funds, this group accounted for 15% 
of the assets of all of the closed and 
open-end (mutual fund) investment 
company membership in the National As- 
sociaion. The six largest groups repre- 
sented 47% of total fund assets and the 
top dozenj could boast of holding port- 
folios with a valuation of almost two- 
thirds of the total. 

Following: are the twelve largest in- 
vestment company groups under com- 
mon sponsorship on the September 30th 
date. Closed-end companies are desig- 
nated by an asterisk. 

(thousands) 
VANCE, SANDERS & CO. 
Massachusetts Investors Trust $695,643 


SRR CT! 115,618 
Massauchsetts G r o w th Stock 


I aia sainenshlt clseuaiaitianamiedneatiae: 53,677 

Canada General Fund (1954) 
acid dallas 51,776 
Century Shares Trust — 44,333 
Bond Fund of Boston —_-__- 3,223 
964,270 


INVESTORS DIVERSIFIED SERVICES 
Investors Mutual __--____________- 662,056 


Investors Stock Fund _____-- 85,120 
Investors Selective Fund —__- 19,803 

766,979 
WELLINGTON FUND -.__-- 362,016 


LORD, ABBETT & CO. 
Affiliated Fund __...------_____. 284,851 


American Business Shares 33,710 
318,561 

UNION SERVICE CORP. 

Tri-Continental Corp.* __. 212,547 

Broad Street Investing Corp. _ 54,637 

National Investors —.______- 40,925 

Whitehall Fund 5,408 
313,517 


HUGH W. LONG & CO. 


Fundamental Investors —.. 216,282 
Diversified Investment Fund, 


a oe 44,805 
Manhattan Bond Fund ____. 25,327 
Diversified Growth Stock Fund, 

PTE ANE TT it 9,748 


296,162 


DECEMBER 1954 


KEYSTONE CUSTODIAN FUNDS 


ee ig Rr I 261,455 
CALVIN BULLOCK 
Dividend Shares __...__»_»_»_-__>_- 154,441 
Cosemien Pees 27,710 
Nation-Wide Securities 22,056 
eS aera ees rae 19,647 
Carriers and General* ___- 13,529 
237,383 
NATIONAL SECURITIES & RESEARCH 
CF ED {ee eee 188,504 
UNITED FUNDS 
(4 portfolios & 1 Canadian 
eR EO 173,266 
LEHMAN CORPORATION® _. 168,004 
INCORPORATED INVESTORS£ _____- 165,700 
NG onic eee $4,215,817 


tHas recently organized an income fund. 

yAssets of the two Eaton and Howard funds 
totaled $161,719,000, only slightly under the top 
twelve. 


***Recently offered a Canadian fund. 

**Closed-end with redeemable shares; com- 
bined assets of two Canadian funds subsequently 
merged into designated company. 


A A A 


Tax Advantages to Investor in 
Canadian Investment 
Companies 


The many recent offerings of Cana- 
dian domiciled investment companies 
have naturally evoked an interest in a 
thorough explanation of the tax advan- 
tages of such set-ups. The November is- 
sue of the Journal of Taxation, in its de- 
partment on Foreign Aspects of Taxa- 
tion, has provided this excellent detailed 
analysis. Quoting explanations from 
what the editors consider particularly 
lucid portions of two recent prospec- 
tuses of such funds, clear editorialized 
commerts explain how certain tax con- 
sequences under the United States In- 
ternal Revenue Code are avoided. 


A short portion of the article is de- 
voted to the Canadian estate tax. [ Vance 
Sanders has recently released an excel- 
lent summary of the possible impact of 
the latter in connection with their Can- 
ada General Fund (1954) Limited. ] 
But the caveat on marital deductions and 
charitable bequests is well included. 
Clarification of what is intended by the 
Canadian taxable income of a “non-resi- 
dent-owned investment company” sub- 
ject to the flat rate of 15% would have 
proved welcome as this is not generally 
understood. Perhaps a later discussion 
will cover this phase. 


A AA 





Principal of Three Mutuals 
Triples in Value. 


The principal value of three mutuals 
tripled since the beginning of the in- 
flationary period marked by the incep- 
tion of World War II at the end of 
1939. According to the Index of Mutual 
Funds published monthly in TRusTs AND 
EsTaTES, the principal index for these 
common stock funds stood above 300 on 
November 30, 1954. The index for Fund- 
amental Investors recorded 312.1, for 
National Investors 310.7 and for Incor- 
porated Investors 301.5. All three of 
these funds concentrate on growth as an 
objective either through growth stocks 
or other equities with appreciation po- 
tential. Eaton and Howard Stock Fund, 
whose principal index closed the month 
at 295.9 and Fidelity Fund at 295.3, 
also registered outstanding results in 
principal performance over the period. 

In evaluating these increases in capi- 
tal values it should be borne in mind 
that all capital gains are added to the 
final quoted net asset value for each 
fund, not reinvested, in accordance with 
recommended S.E.C. policy. On the 
other hand, no allowance has been made 
for capital gains dividend payable on 
these profits. The latter might be esti- 
mated at 15% for the majority of mu- 
tual fund investors. 


Without 
leaving your desk 


-.--you can deal with 
a primary market 


Wherever you are, our Bond Depart- 
ment provides complete telephone 
facilities for trading in treasury bills, 
notes and short term Governments. 
We are also major dealers in State 
and Municipal bonds. Experienced 
and well-informed Bond Officers will 
serve you. 


To keep up with market develop- 
ments, our Correspondent banks and 
customers receive our listings of pri- 
mary issues every Monday morning. 
If you are not on this mailing list, you 
should be. Simply write or phone our 
Bond Department. 


MERCANTILE 


MEMBER FEDERAL DEPOSI 
INSURANCE CORPORATION 







SAINT LOUIS 1, MISSOURI 


New York Correspondent: 14 Wall Street 
Chicago Telephone to Bond Department: 
Dial 211, request Enterprise 8470 
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* Mutual Funds , 


Chevestors MUTUAL, INC. 


An open-end management type mutual 
fund diversifying its investments among 
common stocks, preferred stocks and 
bonds. 


Svestors SELECTIVE FUND, INC. 


An open-end management type mutual 
fund diversifying its investments among 
bonds, preferred stocks, and other senior 
securities. 


Ofeocitors StOCK FUND, INC. 


An open-end management type mutual 
fund diversifying its investments among 
common stocks and other equity securities. 


Face Amoval Coriificate Company _ 


Cevestors 


SYKDICATE OF AMERICA, INC. 
A face cmount certificate company issu- 
ing installment certificates having 6, 10, 
1s and 20 year maturity values and 
fully paid face amount investment cer- 
tificates. 

This is not an offer to sell these securi- 
ties. They are subject to the registration 
and prospectus requirements of the Fed- 
eral Securities Act. Information about 
the issuer, the securities and the circum- 
stances of the offering is contained in 
the prospectus which must be given to 
the buyer. 

Prospectuses relating to the shares of 
capital stock or certificates of the above 
companies may be obtained from the 
national distributor ond investment man- 
ager at Room 857, Roanoke Bidg., 
Minneapolis 2, Minnesota, 


Investors Diversified Services, INC. 





ee 
i 


IN what is 
C., 


> Canadian 


“Zs Fund? 


Canadian Fund is a mutual 
investment company offering 
a diversified, managed invest- 
ment in common stocks of 
corporations selected on the 
basis of possible participation 
in Canada’s growth. 


The facts on this mutual 
fund are contained in a free 
booklet-prospectus. For your 
copy, ask any investment deal- 
er or mail the coupon below to 


CALVIN 
BULLOCK 


Established 1894 
One Wall St., New York 





Please send me a free booklet-pros- 
pectus on Canadian Fund, 


I So as yp 
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Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 














No responsibility jg 
of Policy is cor 
index by issuers, ygiiite: 
30, 1953 appear infmecen 
based on Novemh 








































Reference should be made to the introduc- 1 6 7 16 
tory article in July 1949 issue, outlining pur- 12 
poses of caileumcn and posters we ag in 12/31/35 oir 11/30/54 Net 
selecting stock _and cost-of-living averages, tect Principal ives 
periods and in interpretation of data. Principal en High Princip ie. 
BALANCED FUNDS 
American Business Shares —e 65.0 $168.6 168,46 3.52 
Axe-Houghton Fund “A” —- SEE os 71.4 $239.4 230,48 2.79 
Axe-Houghton Fund “B” _.-._ == SESE — 88.1 $267.8 367.3m 3.64 
Boston Fund — vihed 103.1 60.2 $204.8 204.28 3.17 
Commonwealth Investment _—.-.__~~=>->SESE 106.3 78.5 $253.9 253.488 3.47 
Eaton & Howard Balanced _.--_-=»»>»>=>SESESEE 114.5 73.6 $222.9 22238 3.37 
Fully Administered Fund (Group Securities) — _ 69.4 %$162.3 +1623M 3.43 
General Investors Trust — >_> 110.0 65.2 $160.5 160.0 3.78 
ET ANE eet TE —_— 73.5 %$188.8 188.48 3.75 
Johnston Mutual Fund _.- ==>» ==> _ — $223.3 222.18 3.38 
Nation-wide Securities** _-§.. >>>» _>E 102.6 59.6 %$159.6 159.28 3.84 
ao ght —_ — $208.4 + 20848 3.69 
a ane ree —_ 69.2 %$183.1 +1815m 3.38 
Scudder Stevens & Clark —--- => >>> SEES 97.4 80.9 $184.2 1838 3.26 
TT aS eens 105.2 75.0 $195.2 195.28 3.32 
Whitehall Fund Ee ee a — $233.5 232.5 3.56 
Wisconsin Investment***® = SESE — 65.1 %271.9 270.888 3.25 
AVERAGE: BALANCED FUNDS ——-___ 105.6 70.8 203.5 203.18 3.46 
STOCK FUNDS 
8 el ee — 50.2 $228.8 $228.28 4.01 
Broad Street Investing Corp. ————$_->_ 109.9 60.1 t264.2 262.78 4.16 
6 RRS eee oe 109.8 61.0 $248.0 $246.58 3.62 
I i —_— 76.1 $196.5 196.08 3.75 
Diversified Investment Fund, Inc.*** —_ — $189.5 718838 4.61 
DS, ee a | 62.1 %$210.8 20938 8.52 
Eaton & Howard Stock — SSE 107.1 62.7 $296.8 295.9% 2.99 
SEER Re eA —_— — $296.2 2953 4.08 
Fundamental Investors _....- === 105.2 64.8 $317.1 731219 3.79 
Incorporated Investors _..-_==>=—— 103.6 63.9 Y$304.7 +3015 3.28 
Institutional Foundation Fund _.._ —_ — 214.4 721408 3.95 
Investment Co. of America => SS —_ 69.0 %$253.6 25159 3.04 
Knickerbocker Fund _.§.._. _ = ==—=—=—SEesesSsSs a 59.8 %$185.2 135298 2.62 
Loomis-Sayles Mutual Fund — == 72.4 74.2 $216.6 216398 3.17 
Massachusetts Investors Trust 110.7 59.7 $256.2 254.68 3.96 
Mass. Investors Growth Stk. Fund ______ 114.2 57.4 $262.3 261,08 2.45 
Mutual Investment Fund |S 129.7 56.1 $188.7 718808 2.87 
National Investors _._ ===> — 60.7 %$3811.9 310.18 2.86 
National Securities — Income*** = _- 66.0 $127.5 412578 5.41 
New eset Fed 117.4 61.4 +186.0 18538 3.71 
Selected American Shares =| S«128.8 60.9 4218.0 21718 3.60 
Cn: NN nn dis 62.5 $166.1 165.68 4.45 
State Street Investment Corp. _...._- SES 92.8 60.7 $258.4 255.28r2.74 
Wall Street Investing Corp. ===> — — $282.7 27959 3.70 
AVERAGE: STOCK FUNDS —_._SESESEsss 108.1 63.2 242.1 240.18 3.44 
90 STOCK INDEX (Standard & Poor’s) _____- 106.7 59.3 274.4 27119 — 
CONSUMERS PRICE INDEX (B.L.S.) __.__ —_ n99.8 n193.6 - gee 


Base index number of 100 is the offering price ‘ 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such date and the re- 
sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 
butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
panies out of income earned from dividends and interest on their portfolio 
securities (excluding all capital distributions). 


n—new revised series adjusted to Dec. 1939 base. +Ex-dividend current month. 
m—Considered flexible fund. Mutual Fund of {High reached current month. 
4. @Principal index begins after 1939 base date. 


Boston acquired through merger July 1, 195 
r—plus rights. 
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16 917 18 19 20 
12 mo. Div. %| Prin. Less | 5-Yr. Avg. 
11/305 ———_—_————_ 
Net Cum. Cap. | Net Invest. 






: Invest. Cap. | Distr. (Bid) 

Principlline Distr. | 11/30/54 | come 
168,69) 3.52 an 125.1 3.62 
+930482.79 4.41 +180.0 3.27 
367983.64 2.28 211.1 3.83 
2098317 0.98 169.3 3.52 
2534N3.47 (1.36 214.5 3.80 
2999 3.37 1.62 200.0 3.73 
+1623 3.43 1.55 +132.6 3.47 
16008378 2.87 129.5 4.53 
18849) 3.75 1.21 157.7 4.03 
299 7 3.38 1.18 207.3 4.05 
159.9 3.84 1.46 129.9 4.17 
420848 3.69 «2.48 +192.0 3.67 @ 
#181583.38 2.71 +150.8 3.72 
133.381 3.26 1.55 159.3 3.36 
19598 3.32 1.91 155.9 3.63 
93958 3.56 1.28 211.9 3.94 @ 
O188 3.25 2.84 201.2 3.57 
203.19 3.46 1.91 162.7 3.77 
499898 4.01 5.05 +142.6 4.46 
96218 4.16 1.69 221.8 4.72 
424658 3.62 3.65 +198.8 4.31 
196083.75 2.58 114.7 3.87 
+183384.61 2.18 +166.4 5.1le 
20998 3.52 3.08 169.1 4.26 
295.991 2.99 pu 262.1 3.61 
99538 4.08  -1.36 262.1 4.52 @ 
431018 3.79 3.84 +263.6 4.31 
430158 3.28 1.88 4250.7 4.09 
4914083.95 2.99 4165.1 3.91 e 
+9558 3.04 5.42 +179.8 3.63 
135982.62 4.15 84.9 2.74 
491639 3.17 «3.35 4144.3 2.88 
O58 3.96 0.97 239.9 4.58 
26H 245 1.18 218.4 3.08 
+1880 2.87 3.20 4151.6 2.86 
S118 286 219 251.5 3.57 
+195785.41 «1.08 +107.3 5.71 © 
19383.71 260 152.4 3.88 
O18 3.60 2.80 173.3 4.41 
16568445  O.BB 140.4 4.85 
+958002.74 «5.47 +166.3 2.93 
4979583.70 «1.28 4267.3 3.85 e 
2401344. «2.71 190.5 3.85 
oT — ie Rs oi 


a ae — — —_ 


rice mec. 30, 1939. 


resents MJ obtained by dividing such dividends accruing over 
eriod th the stated date by the average of the twelve 
fering Pending on the corresponding date. 

AIN UAXBUTION column (18) represents percentage of 
if any, “§apital gains or any other sources, for the current 


5 ORGHED AFTER 1939 are given an initial index number 
they comggre business equal to the average of all those stock 
‘unds #¥ence at the time. 


+. Became Balanced Fund in 1945. 
beeen included in balanced or stock average. 
**Name changed from Nesbett Fund. 
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CENTRALLY LOCATED 
IN CENTRAL NEW YORK STATE 


11 Offices in 6 Communities 
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MARINE MIDLAND 


TRUST COMPANY 
of Central New York 


Main Office 
332-344 S. Salina Street, Syracuse 


Other Offices in Oswego e Fulton e Phoenix e Manlius e Tully 


Member Federal Deposit Insurance Corporation @ Member Federal Reserve System 
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FAVORED EQUITIES in CANADIAN TRUST ACCOUNTS 


Grange TRUST COMPANY INVEST- 
ment managers of discretionary 
personal trusts and agency accounts 
apparently continue their broad inter- 
est in representative Canadian corpora- 
tions, as indicated by reports from six- 
teen leading institutions which form the 
basis for the following compilation of 
holdings. Despite the very sound and 
healthy growth of the Canadian econ- 
omy, the smaller population limits the 
number of outstanding corporations 
suitable for conservative trustee pur- 
poses, as distinguished from the devel- 
opment and exploitation group, obvi- 
ously an extremely active division for 
those who can assume the accompany- 
ing degree of risk. Hence, these semi- 
‘annual studies tend to show the same 
favorite leaders in preferred position 
and the following list will indicate 
slight change in this category. 
Although these twice-yearly checks 
| obtained through the kind cooperation 
of the Canadian trust institutions are 
_seldom productive of startling varia- 
tions, one trend is evident, namely, a 
broadening of the investment scope. 


A 
Canada -Wide 


Trust Service 


A staff fully experienced 
in ancillary administration 
is at your service. 


With offices and agencies 
across Canada we provide 
quick action based on a 
thorough knowledge of local 
conditions. 


GUARANTY 
TRUST 


Company of Canada 


Toronto Montreal Ottawa 
Windsor Niagara Falls Sudbury 
Sault Ste. Marie Vancouver 





Six months ago, it was observed that 
135 companies were held by three or 
more trust institutions as against 79 
six months previous and now the num- 
ber has risen to 139, not a notable in- 
crease but an indication of willingness 
to diversify when judgment and care- 
ful investigation show the way. Another 
facet of this investment independence 
appears in the fact that among the top 
rank companies held by ten or more of 
those reporting, only 21 appear in that 
group in the three listings herewith 
against 28 six months before. 


In industry groupings, the stocks of 
chartered banks continue in favor, as 
do those of the two leading distillers 
and the foremost brewery. Electric utili- 
ties are still highly regarded for sta- 
bility, as are the leading manufactur- 
ing industries in varied lines. Paper 
mills and the established mines remain 
in the lists. The sole evidence of a more 
dubious attitude toward a group ap- 
pears in the slight easing of interest in 
the steel producing and fabricating in- 
dustries. 

The following companies appear un- 
der the respective stock classifications 
with the number of trust institutions 
which reported them as among the 
stocks appearing most frequently in 
their accounts, although no record of 
number of shares held is given. The 
minimum basis is inclusion by five 
respondents. 


COMMON STOCKS 


Abitibi Power & Paper —._.____. 10 
| EET ART a Hee 13 
TE EEE SB OLR 7 
Bank of Montreal ——— ____.. 12 
Bank of Nova Scotia — 9 
ee ae en 9 
en I cia 15 
Brazilian Traction Light & Power 8 
British American Oi] — 13 
British Columbia Power 5 
Building Products — ££ —____. 8 
Conmada Comet £££ 5 
Camsea Packers —  — 5 
Canadian Bank of Commerce _. 11 
Canadian Breweries — 6 
Canadian Car & Foundry — 5 
Canadian Celanese — 8 
Canadian Industries —..-.___-___ 5 
Canadian Pacific Railway — 12 
Consol. Mining & Smelting ____ 14 
yr se a hs 11 
Consumers Gas (Toronto) 7 
Distillers Corp.-Seagram —_ 10 
I as 6 
Pee ok 8 
Dominion Bridge —_-_..___ < 
Dominion Foundries & Steel 5 
as ose ee 





Dominion Steel & Coal _.____. 5 
Pemous Fieger 2.220 6 
Fraser Companies Ltd. 5 
enna. Pome 7 
Goodyear Tire & Rubber _.____. 7 
Gypsum, Lime & Alabastine ____ 5 
Hollinger Consol. Gold Mines _._ 6 
Howard Smith Paper Mills __ y 
Hudson Bay Mining & Smelting — 10 
Imperial Bank of Canada ____. 7 
Peepers tee a 14 
Imperimar Tepedco. - 8 
International Nickel ——-___. 14 
International Paper —...______. 7 
International Petroleum 5 
International Power —..__.___. 5 
Kerr Addison Gold Mines —___. 5 
Loblaw Groceterias “B” __._____ 8 
PIII aise 5 
5 ES SE 5 
McColl-Frontenac Oil — 6 
Ee nk i aS 8 
National. Grocers 5 
horande -Mimes —— 1... 13 
Ogilvie Flour Mills — 6 
Page .Harsey Tubes: 5 
Powe weeee ee 10 
Power Corp. of Canada ___.___ 9 
Price Bros. &-Co.. 2. 8 
Royal Bank of Canada ___..____. 15 
Buscct Dnaustrice 6 
Shawinigan Water & Power -__.. 10 
Steel Co. of Canada —— tae 13 
pe yo) ee SE 5 
Hiram Walker, Gooderham & 
OE 12 
CLASS “A” STOCKS 
Bathurst Power & Paper —_ 5 
Canadian Car & Foundry — 7 
Ford Motor Co. of Canada —_. 8 
Loblaw Groceterias —-.__. 7 
PREFERRED STOCKS 
Abitibi Power & Paper 10 
Aluminum Co. of Canada —_.- 11 


Aluminium Co. of Canada __-_._ 7 


British Columbia Electric ~~ » = 
Canada Concxt a 
Canadian Celanese — .______ 8 
Canadian Oil Companies _—_ 7 
Gatinesn Powe? 6 
Goodyear Tire & Rubber —__. 10 
Howard Smith Paper Mills __. 6 
hanerial Toxeceo 5 
NN cP 8 i Fat ee 5 
National Drug & Chem, 5 
Power Corp. of Canada ___.___-__. vj 
Shawinigan Water & Power __- 8 
pS Ea Aree re mcr ee ecae 6 
Wwemten, Gooree 8 
AA A 


Trust Income Accumulation 
Measured by Quints’ Lives 


A $92,500 trust fund, created in 1948 
by the late Charles J. Jaegle, Jr., owner 
and editor of The Pittsburgh Catholic 
Observer, will continue to accumulate 
income until 21 years after the last cf 
the Dionne quintuplets dies, after which 
time the fund will be used to provide 
education for Roman Catholic priests. 
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Homeowners and plant managers bought more than 1,103,000,000 gallons 
of our fuel oil last year—more than ever before. 
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Texas Trust Men Hold 
Two-Day Conference 


The increase of trust business in the 
Southwest in the recent past has been 
astonishing, John M. Griffith, president 
of the Texas Bankers Association, told 
the members of the Trust Section at 
their 33rd Annual Meeting held in Fort 
Worth November 12-13. Speaking on 
“Responsibilities of Trustmen,” Mr. 
Griffith, who is also president of City 
National Bank, Taylor, pointed out that 
the beneficiaries of a trust have the 
right to expect competent handling of 
their business for their happiness in 
life depends upon the trustman’s coun- 
sel and business acumen. Being in this 
position of personal adviser, the speaker 
said, the trustman has a responsibility 
for teaching people the evil effects of 
inflation and the hazards of govern- 
ment over-spending and under-taxing. 
“Our competitive economy was based 
on the theory that people should save 
and provide for their future. With the 
inflation we now have, many people 
question the advisability of saving to 
provide for their own future. This 
strikes at the heart of what makes 
America great. We must do everything 
in our power to see that private initia- 
tive is not stifled further, or even more 
people will become dependent on their 
government for security.” 


Operating procedures of a trust de- 
partment were then discussed by A. L. 
Hudson, trust officer of First National 
Bank of Fort Worth. He was followed 
by R. R. Ferguson, vice president and 
trust officer of Republic National Bank 
of Dallas, whose topic was new busi- 
ness. Current trust investment policy 
was the concluding topic of the morn- 
ing session, with R. C. Harrison, vice 
president of The Hanover Bank, New 
York, as the speaker. 


Trust investment today is a far more 
complex undertaking than twenty years 





TEXAS TRUST SECTION CHAIRMEN 


we | 





L. H. Gross 


HOMER E. HENDERSON 


ago due to the need for specialized 
knowledge and investigation of forces 
which may affect the value of common 
stock interests. Instead of a wide selec- 
tion of prime debt securities producing 
a satisfactory yield before and after 
taxes, trust investment managament must 
now keep detailed records and maintain 
constant vigilance in a highly competi- 
tive economy, said Mr. Harrison. He 
reviewed the growth of competitive in- 
stitutional investment media and pointed 
out that the supply of suitable invest- 
ments is in danger of falling below the 
demand level. He also indicated that the 
greatest problems arose in handling 
medium sized trusts around $500,000, 
as they compete with the largest capital 
aggregates such as pension funds and 
other investment groups. 


Mr. Harrison expressed a constructive 
viewpoint upon the subject of so-called 
inflation which he construes as actually 
an improved standard of living. He is 
likewise optimistic for the future of the 
trustee profession and the volume of 
business which can be developed. The 
trustee, however, still faces an invest- 
ment dilemma in some aspects of his 
service which may in time call for an 
approach at variance with current pro- 
cedure. 


The afternoon period was devoted to 
the new tax law. Estate and gift tax 
aspects were covered by Whitfield H. 
Marshall, of the Houston law firm of 
Fulbright, Crooker, Freeman, Bates & 
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NATIONAL BANK of Dallas 


MEMBER FEDERAL 
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CAPITAL FUNDS OVER $60,000,000 *% LARGEST IN THE SOUTH 





Jaworski. Taxation of life insurance 
proceeds was the subject handled by 
Loren D. Stark, C.L.U., of Houston, 
The third area—fiduciary income—was 
treated by Frank B. Appleman, local 
attorney. 


The growth of the natural gas in- 
dustry during the last 40 years into a 
more than $10 billion investment which 
is increasing by $1 billion annually was 
described at the Saturday session by 
Paul Kayser, president of El Paso Nat- 
ural Gas Co. It now serves more than 
21 million customers and supplies 23% 
of all energy sources, hence the indus- 
try must have wide recourse to public 
financing. Mr. Kayser pointed out the 
safeguards surrounding the issuance 
of debt securities, such as amortization 
schedules to retire all bonds during the 
assured life of the gas reserves. Mr. 
Kayser took the opportunity to warn 
against authority granted by Supreme 
Court decision to the Federal Power 
Commission to control the price of 
gas at the well which he termed a first 
step to the control of all production. 
This, he said, is a departure from pre- 
cedent in peace time and must ulti- 
mately be extended to competing fuels. 
It is likewise not in the consumer’s in- 
terest as it will reduce exploration for 
new fields and regulation of the indus- 
try by both state and Federal bodies 
will cause conflict. Competition of sup- 
ply and demand should be the guiding 
principle rather than the socialistic 
regulatory approach now in force and 
it is contemplated that legislation will 
be introduced in the coming Congress 
to correct this condition. 


Following a report on the status of 
the proposed Texas Probaté Code by 
George M. Irving, vice president and 
general trust officer of Second National 
Bank of Houston, the Trust Section 
elected L. H. Gross as Chairman of the 
Administrative Committee. Mr. Gross, 
who is president of Guaranty Title & 
Trust Co. of Corpus Christi, succeeds 
Homer E. Henderson, vice president 
and trust officer of the Second National 
Bank of Houston, who remains on the 
Committee ex-officio. The newly elected 
member of the Committee is W. F. 
Worthington, vice president and trust 
officer of First National Bank of Dallas. 


The Section’s invitation to hold the 
1955 Mid-Continent Trust Conference 
of the American Bankers’ Association 
in Houston in connection with its an- 
nual meeting was accepted, the dates 
being November 3-4. 
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Common Trust Fund 
Publicity 


(Continued from page 1074) 





tates being administered by a bank 
or trust company. The Fund must be 
administered in accordance with a 
Plan adopted by the bank or trust 
company, and which conforms to the 
Laws of the State of Maryland, and 
to Regulations issued by the Board 
of Governors of the Federal Reserve 
System. Furthermore — unlike an In- 
vestment Trust — no charge is made 
for the management of the Fund.” 













A most readable and informative 
presentation of the Fund operation and 
advantages is that published in the 
pocket-size monthly “Journal” of the 
Union & New Haven (Conn.) Trust 
Company in December 1950. This issue, 
devoted to the topic “Trust Funds for 
Everybody,” gives on one small page 
the technical highlights, in brief para- 
graphs shows how it works “for a sum 
as modest as $5,000” up to $50,000 
(the then limit), distinguishes it from 
a negotiable investment and describes 
how each account is individually main- 
tained though moneys participate in a 
single portfolio. 


















In an excellent descriptive booklet 
sent to its customers entitled “Behind 
the Scenes in the Trust Company,” the 
Trust Company of Georgia (in 1945) 
described the Common Trust Fund, 
among other fiduciary services, in these 
words: 


“It may be that a certain part of 
your funds — or even all of them 
under certain conditions — will be 
invested in the Common Trust Fund. 
Through this Fund, established under 
Acts of Congress and the Georgia 
Legislature, the investments from 
many trusts for which the Trust 
Company acts as trustee are com- 
bined into one large fund. Greater 
investment diversification and flexi- 
bility are thus made possible than if 
the same funds were invested individ- 
ually. Government, State and Muni- 
cipal Bonds may be purchased for 
the Fund, as well as common and pre- 
ferred stocks’ and corporation bonds. 
Investments will be confined to secur- 
ities of a conservative character that 
are readily marketable. . .” 











The commentary concluded with re- 
ference to regular audit by the bank’s 
own auditing staff, and annual examina- 
tion by Federal and State supervisory 
authorities. In an expertly prepared 
booklet titled “Make a Will. . .” Bank of 
America in California ties in the Com- 
mon Fund as a means of implementing 
testamentary trusts, with introductory 
remark that each such trust “is exam- 
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“~ 
ined by the investment committee to 
see if it would benefit by participating 
in the Fund.” 


Questions as to investments and the 
methods of operation can be answered 
personally or by providing a copy of 
the Plan or current annual report. Some 
banks publish their booklet as straight 
text, others use the question-and-answer 
method. 


Here are some of the points covered 
in a representative pamphlet, which is 
sent with a letter of transmittal to local 
attorneys and co-fiduciaries and trus- 
tors of eligible accounts as well as to 
prospective customers, many of whom 
have heretofore been (or assumed they 
were) too small to use a trust economic- 
ally: 


“Accounts Eligible to Participate — 
The Common Trust Fund is available 
to Trust, Guardian, and Conservator 
accounts in which the Company acts 
alone or with others in a fiduciary 
capacity. 

“Investment Management and Pol- 
icy — The investments in this Fund 
are under the management of our 
Trust Committee and our senior offi- 
cers. Constant care and attention are 
given the investments, aided by in- 
vestment research, analysis and ad- 
vice. Investments are made only in 
readily marketable securities proper 
for a trustee in (state). Mortgages 
and real estate are specifically pro- 


COMMON STOCK DIVERSIFICATION 
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hibited. Not over 10% of the Fund 
may be invested in securities of any 
one corporation with the exception of 
direct and guaranteed obligations of 
the United States Government. The 
total investment in any one class of 
shares of stock of any one corporation 
may not exceed 5% of the number 
of such shares outstanding.” 


Other topics covered in such booklets 
include: Purpose or Uses, Who can 
Participate, Size of Accounts, Authority, 
Admission and Withdrawal, Safeguards 
and Supervision, Management, Expenses 
or Fees, Income Payments, Tax Status, 
Audits and Reports. Among the most 
effective cover titles is that used by 
Central Trust Company of Cincinnati, 
First National Bank of Portland (Ore.) 
and others: “You Can Create a Small 
Trust — with ‘Large Trust’ Diversifica- 
tion.” Fidelity-Philadelphia Trust Com- 
pany’s booklet says simply: “ ... Now 
that modest sums can be placed in 
trust.” 


The Marine Midland Trust Company 
of New York introduces the subject 
with “Why Create a Trust?” and gives 
five reasons. Bridgeport (Conn.) -City 
Trust Company ties in a pertinent re- 
ference to small executorships: “If you 
are worth $1,000 you have an Estate! 
We settle estates of $1,000 and up.” 
Following is a concise statement on the 
protection of principal and stability of 
income which such a Fund makes pos- 
sible to smaller accounts, and a series 
of questions and answers, and offer of 
the Plan or personal interview. 


COMMON TRUST FUND REPORT: 


Federal Regulations requiring such re- 
ports to be made annually to principals, 
beneficiaries and co-fiduciaries, follow 
the objective of full disclosure of all 
pertinent information, and in doing so 
make it possible for trustees to account 
not only on a uniform but a more in- 
formative basis than has always been 
possible for individual accounts. Such 
reports contain data on yields and prin- 
cipal values, however, and must be 
plainly marked with a restriction on 
publication. Since they are often liable 
to come into the hands of journalists, 
it may become desirable, if any news 
interest is evinced, to send them directly 
to local newspapers with a covering 
letter expressly calling attention to the 
restricted data, and marked with a 
“Confidential” stamp at such para- 
graphs, 

Several banks have published very 
effective graphic as well as textual mate- 
rial covering function, investment pol- 
icy, trust management, tax status, audits, 
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New Service 


for Small Trusts 
is for you 


IF YOU WANT TO PROVIDE 


«++ Financial protection 
for your wife 
e+ Future income for 


son or daughter 

e+ Support fora 
family dependent 

«++ Money for a grandchild’s 
education—or for many 
other trust purposes 


Get facts about 
The Marine Midland 
Common Trust Fund 


(NOT AN INVESTMENT TRUST) 


There are many benefits which a 
trust can bring io your family and 
dependents. The new Common 
Trust Fund has been formed by 
The Marine Midland Trust Com- 
pany of New York especially to 
make it easy for you to establish 
a small trust—of $25,000 or less. 
Through the Common Trust Fund, 
the investments of many small 
trusts, for which this Bank acts as 
Trustee or Co-trustee, are combined 
in one large fund, to provide in- 
vestment benefits that only a large 
trust used to enjoy. 

Let us tell you more about this 
new, modern trust service. Mail 
the coupon below for a free copy 
of ‘the booklet, “Discretionary 
Common Trust Fund.” 


THE MARINE MIDLAND 


TRUST COMPANY 


of New York 
Dept. T-5, 120 Broadway,NewYork,N.Y. 


Send me your Common Trust Fund Booklet. 
Nam 
Address 
City. 

















compensation, admission-and-with- 
drawal and other aspects, as well as port- 
folio list and breakdowns, yields and 
unit values, average size of participation 
and statement of condition. Graphic or 
tabular comparisons with previous year 
or years, including number of benefi- 
ciaries or participants—as well as in- 
vestment data—are of interest to jour- 
nalists and many others and can serve 
to show the wide variety and number 
of beneficiaries. 


Some graphics featured in such re- 
ports are reproduced herewith, but the 
banks’ identity is kept anonymous 
where they relate to yields and values, 
as these data are designed for benefici- 
ary as opposed to public information. 


The following bar-chart is an example 
of this non-public type of information: 
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Several Fund reports use pie-charts 
or tables to show diversification by type 
or number of investments, but a most 
illuminating graph is that of Fidelity 
Trust Co. of Pittsburgh, charting equity 
holdings by industry. (Page 1117) 


Another method is comparison of past 
and previous years with subsequent 
commentary: 


Past Fiscal Past Five 
Year Years 


Bonds and 

principal cash .. 23.7%-29.3% 
Preferred stocks._ 24.0%-26.4% 24.0%-32.6% 
Common Stocks —. 46.0%-50.4%  38.0%-50.4% 

“This type of diversification has 
provided a well-balanced portfolio and 
a reasonable income return. The ra- 
tios of investment in bonds and pre- 
ferred and common stocks have varied 
and will continue to vary somewhat 
with changing economic and market 
conditions. The present policy of the 
Trustee is to limit purchases of com- 
mon stocks in the Fund to not over 
50.0%.” 


23.7 %-35.7% 


Another trust company in Pennsyl- 
vania uses a pie chart to show its cus- 






tomers the comparative value of units 
during each of the last five fiscal years, 
and summarizes: “The income payments 
have increased gradually during the last 
two years; a larger portion of the Fund 
has been placed in common stocks in 
order to obtain the higher income avail- 
able on that form of investment.” Fidel- 
ity-Philadelphia Trust Co. uses a market 
value graph in its Fund report, but this 
should not be publicly used in conjune- 
tion with number of units, which would 
allow computation of unit values. 


MARKET VALUE OF COMMON TRUST PUNDS 





Annual valuations are listed by First 
National Trust & Savings Bank of San 
Diego with the number of participating 
trusts since inception of the fund, show- 
ing growth from 36 accounts totalling 
$263,800 in 1942 to 188 accounts and 
$4,943,801 in 1953. 


ANNOUNCEMENT: An _ announce- 
ment advertisement, or letter or memo, 
is entirely proper and desirable, given 
observance of the precautions cited 
above. Some of the more attractive and 
informative copy used in local papers 
and sometimes sent as reprints are repro- 


duced herewith. Marine Midland Trust | 


Co. of New York was among the first 
to use newspaper space to announce 





THE FIRST NATIONAL BANK 
IN GREENSBURG 


Announces the Establishment of 


“COMMON TRUST FUND A’ 


In keeping with their policy of always offering complete and modern ins 
services, the Directors of the First National Bank in Greensburg announce ti 
establishment of the bank’s “Common Trust Fund A”. 


operation of the fund will be solely unde ™ 
ment of the Directors end Otticers of the 
ment 


Bank (bio 
at 


ace wely stable 
units of investment, ingether with resonable and regular Copies of the plan of Common Trust Fund “Ao 
aeene. First National Bank in Greessburg are available ui 


THE FUND IS AN EXTRA SERVICE FOR TRUSTS AT NO EXTRA COST. 


irst National Bank 


IN GREENSBURG, PA. 
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their new service and indicate the uses 
of a trust. Note the emphasis on “$25,- 
000 or less” and that it is “Not an 
Investment Trust.” Announcements by 
First National Bank in Greensburg (Pa.) 
(p. 1118) and St. Louis Union Trust Co. 
(next page) are preesnted as excellent 
examples of informative text. and both 
explicitly note that investment in their 
Common Trust Funds is not available 
to individual investors but only to use 
of bona-fide trusts. A more formal no- 
tice-type ad is illustrated by that of 
National Savings & Trust Co. of Wash- 
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CHARTERED BY CONGRESS 1867 re] 


| Our Common Trust Fund | 


; Combines the investments of many small estates j 
\ into one large fund in which the 1 
| indiwidual trusts share proportionately 4 
#4 


Broad diversification gives added protection 
and greater stability of income 


The Common Trust Fund of 
; this Company was put into operation on October 31, 1951 
a after careful study of legal, managerial and technical require- 


ments to insure efficient administration. be 


Combining our years of experience with modern methods of 
4 operation our Trust Department is enabled to render an i 
{ even better service in the diversification of the many accounts / 
to which this Fund is being made available. 
] Participation in our Common Trust Fund is limited by the i 
provisions of regulations of the Federal Reserve Board to 

the trusts now administered by this Company and such as 


————————— — 


shall be hereafter created designating our Institution as 
Trustee, Co-Trustee or in other fiduciary capacity. 


Inquiries in person or by mail are cordially invited. ; | 








NATIONAL SAVINGS »° TRUST COMPANY 
BRUCE BAIRD, President 
15th STREET AND NEW YORK AVENUE, N. W. 
Complete Banking and Trust Service 
‘MEMBER FEDERAL RESERVE SYSTEM + MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION: 


ington. In addition to these, the Penn- 
sylvania Company for Insurances on 
Lives and Granting Annuities (now the 
Pennsylvania Company for Banking & 
Trusts) used a well-worded advertise- 
ment to announce establishment of its 
Discretionary Fund in July 1940, as 
did State-Planters Bank & Trust Co. of 
Richmond in local papers of November 
2, 1952. The First & Merchants Na- 
tional Bank (also of Richmond) pub- 
lished this informative text in July 1949: 





Announcing the 
Discretionary Common Trust Fund 


The investment of the funds of 
moderate sized trust accounts has 
always presented a serious problem, 
because of the difficulty of providing 
the wide diversification of risk which 
is essential in maintaining stability 
of principal and income. 


In order to more satisfactorily meet 
this problem, First and Merchants 


DECEMBER 1954 


National Bank of Richmond has es- 
tablished a Common Trust Fund in 
which the funds of many smaller 
trusts can be combined and invested 
together. In this way the advantages 
of wide diversification can be obtained 
for the accounts which participate 
therein. 


The establishment of our Discre- 
tionary Common Trust Fund is an 
added valuable service to those we 
serve as trustee, and a natural comple- 
ment to the. settlement of estates of 
people of moderate means. Some of 
its more important features are: 


1. The Fund is operated by the 
bank as Trustee, under the provisions 
of a written plan, which has been 
approved by our Board of Directors 
and our counsel, in conformity with 
the laws of Virginia and the regula- 
tions of the Board of Governors of 
the Federal Reserve System. 


2. No one may participate in the 
Fund except bona fide trusts of which 
this bank is acting as a trustee. Es- 
tates in process of settlement, agency 
accounts and custodian accounts are 
not eligible to participate. 

3. Investments in the Fund may be 
made in such securities as our Trust 
Investment Committee may deem 
appropriate. Thus, accounts which are 
limited to legal investments by the 
creator of the trust or by law are not 
eligible to participate. 

4. Under present regulations, par- 
ticipation in the Fund is limited to 
a maximum of $50,000 for any trust 
account. 

5. None of the bank’s own funds 
may be invested in the Fund. 

6. The bank receives no fee for 
operating the Fund and no participa- 
ting trust account will be charged any 
additional fee because of participation 
in the Fund. 

A booklet describing the operation 
of our Discretionary Common Trust 
Fund in more detail is available upon 
request.” 


Enactment of the state enabling act 
was the signal for a timely ad taking 
advantage of the news value by Bank of 
America (p. 1120), while Kentucky 
Trust Co. of Louisville was ready to 
claim “The FIRST Common Trust Fund 
in Kentucky.” Union Trust Co. of 
Springfield (Mass.) introduced a most 
effective illustration in its announcement 
and a subsequent ad and later in the 
bank annual report stressing multiple 
investment. (See pages 1120-21) 


The announcement ad can effectively 
invite inquiry for the descriptive book- 
let as well as a personal call on named 
trust officers at the bank. There is no 
reason why similar ads, with appropri- 
ate data, could not advantageously be 
published on the anniversaries of the 


Fund, and used in local Bar and Insur- 
ance journals as well as newspaper. 


City National Bank & Trust Company 
of Chicago is among the few who have 
utilized legal journals to tell about “In- 
vestment Diversification for Small Trust 
Funds” which the Common _ Trust 
method makes possible, and _ invites 
attorneys to call or write. 


Small folders or “stuffers” enclosed 
with statements sent to bank depositors 
is another logical avenue for inform- 
ing many who could use the small trust 
service which these Funds now make 
practicable. 


FEATURE ADS: The usefulness of a 
Trust Fund to people of moderate means 
is a legitimate and pertinent subject for 
periodic newspaper display space, pro- 
vided, of course, that it is cited as a 
means for collective or diversified in- 
vestment of established trust accounts, 


One of the most attractive feature ads, 
keyed to the advantage which the Com- 
mon Fund brings to smaller trusts, is 
that published in 1949 by Old Colony 
Trust Company of Boston (see page 
1121). Subsequently, the Chase Na- 
tional Bank of New York, under the 
title “The small trust makes the Big 
League” introduced the topic with the 
phrase: “The Chase Common Trust 
Fund is the friend of the man with a 
modest nest egg” and after citing the 
experienced management it provided, 
the diversification, “greater safety and 
more stable and better balanced income” 
gave the name of the trust officer to 
whom to write for booklet or further 
information, 


Other outstanding feature advertise- 
ments worthy of emulation both as to 
content and illustrative quality are those 
reproduced herewith from Central Trust 
Co. of Cincinnati, Equitable Trust Co. 
of Wilmington, St. Louis Union Trust 
Co. (see pages 1122-23 following) and 
Boston Safe Deposit & Trust Co. These 
highlight human interest stories, invest- 
ment and protective advantages, prin- 
ciples of trusteeship, and popular falla- 
cies about fiduciary usefulness. 


Surmounted by three snapshots (of a 
retired man, a girl graduate and an 
elderly lady) a 1953 ad of The Trust 
Company of Georgia in the Aélanta 
Constitution, titled “Pictures of the 
Future are much clearer when you 
plan with VISION today,” introduced 
their Fund with this appealing text: 


Your child’s education completed. 
Your wife cared for as long as she 
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Common Trust Funds 
now legal in California 


Bank of America offers a new service of 
particular importance to the creators and 
beneficiaries of medium-sized and smaller trusts 


Phasinie Warren has just signed a bill which authorizes 
trust companies and banks or other corporations with trust 
powers in California to establish Common Trust Funds. The bill 
will become effective early this fall, and at that time Bank of Amer- 
ica will put a Common Trust Fund into immediate operation. 


Common Trust Funds have been highly successful in other 
states for many years. Here is how they operate. Funds from many 
trusts handled by the Bank are combined in a single, large fund, 
which is converted into a wide variety of investments, including 
bonds and preferred and common stocks. Each individual trust — 
large or small -- retains its identity, but owns its proportionate 
share in the common fund, and participates in the very broad 
diversification of investments. This increased diversity, in most 
cases, provides greater protection of principal and greater sta- 
bility of income. 

If you need to provide for the education of your children. for 
the security of dependents, or for the conservation of your estate, 
you are urged to discuss setting up a trust with Bank of America. 
Complete information is available at any branch on how our 
Common Trust Fund may benefit your family in greater measure 
than ever before possible. 


Advertisement published by Bank of America 
throughout California on day after Governor 
signed law in 1947. 


lives. Your own retirement eased by 
a substantial backlog. 


Whatever your dream of helping 
those who look to you, it can be 
brought to reality only through a 
definite plan. And the plan a consid- 
erable number of people have found 
simplest and soundest is the idea of 
a trust. It may be used for almost 
any purpose, may be adapted to a 
wide variety of circumstances. 


“But,” you say, “I don’t have that 
kind of money. Trusts are for million- 
aires — or at least very rich people.” 


That’s where you’re wrong. Even a 
small amount can have the advan- 
tages of a trust. Our Common Trust 
Fund enables a number of smaller 
trusts to be joined in one over-all 
fund for investment in large numbers 
of different securities. Instead of own- 
ing securities in a few companies in 
a few industries, your trust owns a 
fraction of the securities of many 


Announcing the Establishment of 
A COMMON TRUST FUND 


to Provide Investment Diversification 


FOR SMALL TRUSTS 


announce the establishment of a common trust fund 

for the collective investment of the funds of trusts under 

our management. Its primary purpose is to provide wide in- 
vestment diversification—pagticularly for relatively small trusts. 
We believe that the establishment of this fund will permit us 
to render an improved service to trusts of moderate size, since 

it enables us to invest the fuads of such trusts with a degree 

, of diversification which, in the past, has not been possible. 


The fund which we have established is entitled Common 
Trust Fund “A” of the St. Louis Union Trust Company, and is 
being operated in conformity to Regulation F of the Federal 
Reserve Board, and to the laws of the State of Missouri. 


The St. Louis Union Trust Company will riceive mo com- 
pensation for its services in managing the common fund, but it 
will continue to receive its usual trustee fees from the various 
trusts whose funds are invested in the common fuod. This 
company will have no financial interest whatsoever in the fund. 
Investment in the fund is not open to the individual investor, 
but is strictly limited to bona fide trusts of which this Company 
is trustee or a co-trustee. 


The adoption of this plan for improving trust service for 
trusts of moderate size was made possible by recent decisions of 
the Missouri Courts clarifying the investment nv =rs of trustees 
and by certain steps taken by the United States Government. 
‘The first step was the issuance of regulations by the Federal Re- 
serve Board authorizing banks to establish common trust funds 
and specifying the safeguards to which such funds must conform. 
This was followed by an amendment to the Federal income tax 
laws exempting the income of common trust funds, which are 
operated in conformity to such regulations, from the Corpora- 
tion Income Tax. 


From the standpoint of the beneficiaries of small and moe- 
erace-sized crusts, the common fund offers these two advantages: 
1. Increased investment protection through wider diversi- 
fication. 
2. More complete employment of the funds. 


The first advantage is obvious. The second is not so apparent, 
but it is important. Withdrawals of principal from our common 
fund can be made in units of approximately $10.00 cach on 
any monthly valuation date. Anyone who has had to sell a 
$1,000 bond in order to raise $50.00 or $100.00 to meet an 
emergency expense can appreciate the convenience of being 
able to withdraw almost the exact amount required. This fea- 
ture of the Common Fund insures more complete employment 
of the funds of small individual trusts thaa is ordinarily possible 
where the funds of a trust are invested separately and where it 
is necessary to use principal to supplement the income payments 
to the beneficiary. 

We believe that the establishment of a common trust fund 
conforming to the safeguards provided in our plan and in the 
Federal Reserve Board Regulations marks a step forward in im- 
proving the character of service available to trusts of moderate 
size. We believe that the common fund offers both increased 
investment protection to such trusts and more complete invest- 
ment of their funds with resulting benefit from the income stand- 
point. Investment in the common fund is not open to the individual 
dnvestor, but is strictly limited to bona fide trusts underourmanagement. 

A summary of the more important features of St. Louis 
Union Trust Fund “A” is set forch below. For further informa- 
tion in reference to the common fund, send for our booklet on 
common trust funds or inquire of one of our officers. No 
obligation is involved. 


IMPORTANT FACTS ABOUT THE COMMON TRUST FUND. 


them from it, or from having any finan- 
cial interest whatsoever in the fund. 


‘The following summarizes the salient 
‘ features of our recently established com- 
moa fund: 


Conforms to Federal Reserve 
Regulations 


No Compensation for Management 
of Fund 


This Company has sole management 


of each month (except December, whea 
the last business day of the year is used) 
plus accrued income. The total value 
thus obtained is divided by the number 
of units outstanding, and the resulting 
nit value constitutes the price for ad- 
mission or withdrawal. There are 20 


‘The fund is operated under the terms 
of our written plan dated December 19th, 
1940. This plan provides that the fund 
is to be operated to conform to the Fed- 
eral Reserve Board regulations pertain- 
ing to common trust funds and to the 
laws of Missouri. 


Whe May Invest in Common Fund 

Lnvestment 10 the common {and 1 lsmssed 
fe trusts of which the St. Louis Union 
Trust Company is the sole tastes of a co 
sraste. The maximum investment which 
any trust may make in the commoo 
fund is limited to $25,000. This com- 
paay is prohibited under the Federal 
Reserve Board regulations and the terms 
of ics plan from investing its own fuods 
in the common fund, from selling securi- 
ties t0 the common fund or buying 


of the common fund sod manages it wetb- 
out compensation. It is prohibited under 
the Federal Reserve Board regulations 
and the terms of the plan from receiving 
any fees or compensation of any kind, 
direct or indirect, for its services in op- 
erating the common fund. This Com- 


pany will, of course, receive its usual «+ 


fees as trustee or co-trustee of the vari- 
ous trusts whose funds are invested in 
the common fund. 


Admissions and Withdrawals 

‘The fund is divided into units of equal 
value, the initial investments in the 
fund having been made at $10 per unit. 
For the purpose of subsequent admis- 
sions to and withdrawals from the fund, 
the assets are valued at market prices 
prevailing on the last business Monday 


“loading charges’ of any kind included 
in the price. Trusts are permitted to in- 
‘vest in the commen fund or withdraw 
from it only oa these monthly valuation 
dates. 

If, upon any monthly valuation date, 
the total of crust funds to be invested ia 
the common fund exceeds the total wich- 
drawals, the number of units of the fund 
will be increased to correspond to the 
cash additions to the common fund. If 
the total withdrawals exceeds the total 
admissions, the number of units will be 
reduced correspondingly. 


Investments of the Common Pund 
Limited to Readily Marketable 
Securities 
Ia making investments for the com- 
300 fund, investments are limited to 


is reviewed to determine if it is a proper 
investment for the fund and for each of 
the various trusts which have invested 
in the common fund. If any investment 
of the fund has ceased to be an eligible 
investment, it must be sold before mak- 
ing any admissions to the fund or with- 
drawals from it. This provision is as 
surance that when any trust invests in 
the fund every investment held by the 
fund will be a proper investment for 
such trust. 


Investment in our common trust fund is not available to individual investors, but is strictly limited to 
trusts under the management of this Company. 


ST. LOUIS UNION TRUST COMPANY 


TRUST SERVICE EXCLUSIVELY 
Broadway and Locust 


HOW THE COMMON TRUST FUND WORKS. Each participating trust or fund owns a frac- 
tional interest in every share of stock and every bond owned by the Fund. That fraction depends 
on how many units of the Common Trust Fund the trust owns; and the trust receives a propor- 
tionate share of all income earned by the Common Trust Fund. 


companies in many industries. 


American Security & Trust Company 
of Washington, D. C., used the same 
“explanatory summary” of administra- 
tive facts in its Fund report and in a 
newspaper ad (p. 1124) providing data 
in memo form to those interested in the 
Fund as participants or prospective 
trustors. 


The diversification and flexibility given 
to modest-size accounts by the Common 
Fund qualify as “news” probably more 
than any other facility of trusteeship, 
not only because the trust device is 


Instead of owning securities of (Seesaw ae 


a limited number of companies <-— ---@ trust participating in Common Trust 

in a few industries... Fund A owns a fraction of the securities 
of many companies in many industries— 
“spreading the risk.” 


Union Trust Company of Springfield, Mass. 
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known to so few of the public, but also 
because it makes trust service so much 
more widely applicable, and to entirely 
“new” markets. The paucity of such 
advertisements is largely traceable to 
misinterpretation or incomplete under- 
standing of the letter and spirit of Reg- 
ulation F, which puts and intends no 
prohibition on publicity which observes 
the aforementioned conditions. Ads of 
the type reproduced in this study appear 





Common Trust Fund 
Approved by Board 
Of Union Trust Co. 


By Donald B Hadley 
Directors of the Union Trust 
Co. have approved creation of a 
discretionary common trust fund 
to permit the pooling of invest- 
ments of small a ‘ 
trust funds 
placed in the 
company’s 
care, it was 
announced to- 
day by Presi- 
dent Linwood 
P. Harrell. 

Company 
officials expect 
to place the 
fund in opera- 
tion in the 
autumn, prob- 
ably in Octo- 
ber. Problems 
connected with its establishment 
were studied for more than two 
years prior to board action. 

Union Trust will be the fourth 
institution to operate such a 
fund. American Security & 
Trust Co. started a discretionary 
fund on March 1,.1950, shortly 
after Congress passed legislation 
permitting them in the District 
of Columbia. 

Washington Loan & Trust Co. 
started a legal common trust 
fund in July, 1950, and National 
Savings and Trust Co. set up an- 
other legal fund in October, 1951. 

The legal funds’ investments 
are restricted to securities ap- 
proved by the U. S. District 
Court of the District of Co- 
lumbia for investment of trust 
funds under its supervision. The 
discretionary funds are allowed 
a somewhat broader field for in- 
vestments. 

The three established common 
trust funds here have proven of 
great value in permitting greater 
diversification and safety for 
small trusts or estates, for which 
they have been primarily 
created. 

They also have simplified prob- 
lems of investment management 
for their institutions by reducing 
several hundred accounts to one. 
They have shown substantial 
growth since their inception. 





























































Mr. Harrell 
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to be entirely in consonance with legal 
requirements, 


BANK ANNUAL REPORTS: An ex- 
cellent and logical place for comment 
on a bank’s Fund is its annual stock- 
holder report. Stockholders are entitled 
to know of such new and major devel- 
opments, yet a majority of trust institu- 
tions establishing or operating them give 
only passing mention or none at all. The 
Philadelphia trust companies took the 
lead in informing their owners of this 
new medium and of its development 
through the years. Some of the most 
interesting of these commentaries — in- 
cluding several with effective graphics 
— are excerpted in these pages. There 
is obviously a wide variety of pertinent 
data and comment that can be provided 
to the large circle of recipients of stock- 
holder reports, without reference to unit 
value or yields. Their circulation to the 
Press as well as to correspondent banks 
and other customary distributees such 
as corporations and larger personal ac- 
counts should be a welcome opportunity 
to present this added feature and exten- 





sion of the bank’s service and useful- 
ness. Most bank reports make only such 
reference as the following. “The In- 
vestment Fund for Trusts has grown 
steadily since its inception and has met 
with an enthusiastic response as a diver- 
sified investment medium available to 
the average and smaller sized trusts for 
individuals as well as pension and 
profit-sharing plans.” But others—ex- 
cerpted below—give informative data 
and comment. 


A very intelligent idea comes from 
the First National Bank in Greensburg, 
Pa., (p. 1118), in the following Memo- 
randum sent out to Stockholders coinci- 
dent with recent establishment of their 
Fund: 


“The enclosed pamphlet, entitled 
“Common Trust Fund A,” describes 
the purposes of an up-to-date form of 
investment now available to trust es- 
tates managed by the Trust Depart- 
ment of your bank. We hope that you 
will acquaint yourself with the fea- 
tures of this additional service and 
that you will take every opportunity 
to recommend the use of the service 
of our Trust Department to your 


Nothing is permanent except change—HeEracuitus 


4A New Achievement in 
Higher Education 


At the turn of the century, five faculty mem- 
bers and forty students pioneered in New England 
the Northeastern Co-operative Plan of Education— 
under which students study and work in alter- 
nate terms. Today, Northeastern has more than 
11,000 students, 400 faculty members, a splendid 
group of new buildings, and impressive plans 
for a new Library on its Huntington Avenue 
campus. 

Changes in educational technique are matched 
today by far-reaching developments in pro- 
grams for financial security. Trusts no longer 
serve only the rich. Under legislative sanction, 
trust accounts of less than $50,000 which name 
this Company as trustee today can enjoy the 
protection of broad investment diversification 
through participation in Old Colony Trust Com- 
pany’s “Common Trust Funp A”, now in its 
fifth year. An explanatory booklet will be mailed 
upon your request. 





Fifty years ago Northeastern classes were beginning 
in this building, which once stood at Berkeley and 
Boylston Streets. 


WORTHY OF YouR TRUST 


OLD COLONY 
TRUST COMPANY 


ONE FEDERAL STREET, BOSTON 
T, Jerrexson Coo.swoe, Chairman, Trust Committee 
Rosear Cuties, President 


Allied with Tut Fiast Natrona Banx or Boston 
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The Central Trust Company is the first bank in 
Ohio to announce this important new service 


Perhaps you have thought. more than ence, of creating a trust, 
to go into effect under your will, or to operate during your 
own lifetime. 

But you may have hesitated because you have felt that the 
amount involved was too small to be “practical”—too small 
for a trust company to handle. 

It is to answer jusc this problem that The Central Trust 
Company has established, under the recently revised banking 
laws of the State of Ohio, a “Common Trust Fund.” 















WHAT IS THIS NEW SERVICE? 


This newly created Common Trust Fund makes the small crust 
as practical as the large trust, affording the same investment 
advantages, the same protection of principal and stability of 
income. Through the Common Trust Fund, it is now possible 
to combine the funds of many small trusts and invest them 
collectively rather than separately, thereby obtaining the same 
broad investment diversification as in large trusts. 


CAREFUL INVESTMENT SUPERVISION 


The Common Trust Fund is under the careful supervision of 
the same experienced trust and investment officers as are indi- 
























QUESTION: 


WHICH MAN can expect the greatest 


ANSWER : 


Since the establishment of The Central Trust 
Common Trust Fund, each man can expect 
exactly the same investment diversification. 
Until recently, however, the large trust enjoyed 
the benefits of greater diversification of in- 
vestments because the funds of the larger trust 
could be invested in a wider variety of securi- 
ties. This not only resulted in more protection 
for the fund itself but made possible greater 
stability of income. 




















Now, under the revised banking laws of Ohio, 
small trusts need not be invested as separate 
units. Instead, they can be combined into a 
Common Trust Fund and invested collectively 
to obtain the same broad investment diversifica- 
tion that has benefited the large trust. 
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investment diversification in his trust fund? 


New! Our Common Trust Fund Brings 


INCREASED INVESTMENT BENEFITS 
TO SMALL TRUSTS 


vidual trusts of large size. The fund will be invested in readily 
marketable securities, such as bonds, preferred and common 
stocks that are suitable for trust investment. 


No trust may participate in the fund to the extent of more 
than $25,000. And participation, of course, is limited to bona 
fide trusts of which The Central Trust Company is trustee. 


If you'd like further information about this new service for 
small trusts, or about other ways in which The Central Trust 
Company can serve you as executor or trustee, stop in and dis- 
cuss your problem with one of our trust officers. Or mail the 
coupon, below, for our informative booklet. There is no obli- 
gation, of course. 


' 
THE CENTRAL TRUST COMPANY } 
4th & Vine Sts, Cincinnati 1, Ohie ! 
Attention: Trust Department ; 
Gentlemen: Pleose send me a copy of your booklet ex- ! 
pleining Common Trust Fund. ; 
! 
' 
' 
! 
! 
! 
! 





The CENTRAL TRUST COMPANY 


‘OURTH AND VINE STREETS, CINCINNATI, AND 10 BRANCH OFFICES 


MEMBER The Federal Beserve System [222 MEMBER. The Federal Depesit Insurance Corp. 








The Central Trust Company is the first trust 
company in Ohio to establish such a Common 
Trust Fund. It is under the expert and experi- 
enced supervision of the same Trust and Invest- 
ment Officers who serve our largest individual 
and corporate trust customers. 


Would you like more information? Write for a copy 
of the booklet, describing in detail the plan of the 
Central Trust Common Trust Fund. Or, better still. 
stop at the Trust Offices to discuss the Common Trust 
Fund with one of our Officers. No obligation. 


Wj 


eonl3 : 


“Cal 


7 


VSI 


i SOMPANY.. 





Fourth end Vine Sts., Cincinnati 1, Ohie and 10 Branch Offices 


Member: The Federal Reserve System Member: The Federal Deposit Invurance Corp. 


friends and associates. We will hk 
glad to discuss with you the many 
advantages afforded to your family 
and you when the First National Bank 
acts as your Executor and Trustee, 


(signed) President” 








One of the most effective illustrations 
is that used by City National Bank § 
Trust Co. of Kansas City, in its 195] 
Report to Stockholders. (This is the 
illustration on page 1073 of | this 
study.) Fort Worth National Bank 
charted asset diversification by types 
and called attention to two salient points 
—the number of participants and aver. 
age size of accounts: 


“One hundred and forty-three Com- 
mon Trust Fund accounts with an ay- 
erage investment of $22,199.68 were 
participating in the benefits offered 
by this modern trust investment facil- 
ity as of November 29, 1952.” 


The following data in a New England 
trust company’s annual report, are ap- 
propriate for stockholder information, 
but would, of course, have to omit data 
on unit value and yield in any public 
announcement. , 


“... At the close of the fiscal year 
365 trusts were participating. Princi- 
pal value of the Fund at market 
amounted to $9,646,037.25 represented 
by 832,922 units of participation, each 
unit having a value of $11.58. Income 
earned during the year amounting to 
48.17 cents per unit, was distrib- 
uted. . .” 


One of the most expressive portrayals 
of the values of Common Funds is the 
accompanying four-panel drawing from 
Girard Trust Corn Exchange Bank's 
1952 annual report (p. 1125). The ex- 


planatory text is also very informative. 


“The two Funds operated by our 
Trust Department (one for accounts 
where the trustees have full invest- 
ment discretion, the other for trusts 
where investments are restricted to 
the so-called “legal list”) were estab- 
lished on December 1, 1939. . . More 
and more trusts have made use of 
the Funds so that on December 1, 
1952 they had grown to more than 
$74,000,000 and the trust accounts 
which were invested in them numbered 
8,174. 


“The records of our Diversified 
Funds are an open book, since we 
publish every year a complete report 
on each Fund for the information of 
beneficiaries and others interested in 
the participating trusts. These yearly 
reports show securities owned, trans- 
actions during the year, market value, 
and income earned. 


“Investment Policy: The policy of 
our officers in managing investments 
of the Discretionary Fund is to strive 
for maximum income return consist- 
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dent” The protection of broad investment diversification is 


now available to small trusts that name this Company 






trustee, through participation in our Common Trust 
Fund “A”, established in 1945. 
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Every Task Calls for 
Special Tools 


Almost every trust fund created has at lease one objective in common 
with others —to safeguard principal through a proper variety of sound 
investments. In moderate-sized trust accounts it was difficult to accom- 
plish this diversification until commingled trust funds were authorized 
by law. 

The commingled trust fund which has been in the longest continuous 
operation of any in this country is Equitable Fund A. The Equitable also 
operates Fund C, the first common trust fund in America to qualify 
under Federal Reserve regulations. 

Equitable Funds A and C are valuable tools. We have been using 
them for years in behalf of the beneficiaries of crusts established with us 
under both wills and crust agreements. A talk with one of our —fficers 
will enable you co weigh their usefulness in the investment program of 
the trusts you establish for the benefit of your family 


EQUITABLE 


TRUST COMPANY 


NINTH AND MARKET THIRD AND UNION 
WILMINGTON, DELAWARE 






















ent with a reasonable assumption of 
risk. Bonds and preferred stocks are 
employed to insure a stable return 
on a portion of the Fund, together 
with a relative degree of principal 
stability. Common stocks are used to 
improve income return, to enable the 
Fund to participate in long term 
growth of American enterprise and 
to compensate in some degree for the 
diminution in purchasing power of 
the dollar. 


“Through diversification the risks 
inherent in individual securities are 
averaged out and the possibility of 
serious loss from an economic setback 
or from disaster which might fall 
upon a single company is minimized.” 


RADIO AND TELEVISION: These 
mass media of communication, before 
considered too thinly inclusive of trust 
prospects to justify the expense, are now 
being used in a number of cities to pro- 
mote interest in Trust services. Common 
Trust Fund facility has considerably ex- 
tended the prospect audience by making 
smaller accounts feasible and economi- 
cal, and also easier to explain. Fidelity- 
Philadelphia Trust Co., for instance, 
has twice described their Fund’s pur- 
poses and uses, and offered explana- 
tory pamphlets. But radio or T.V. 
scripts, dialogues, or charts, must be 
tightly worded because of the usual 
brevity of time, so extra care is re- 
quired lest misleading or misunderstood 
impressions be left with the hearing 
or visual audience. 
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Fund is available on request. 


100 Franxun Srreer 


This Fund may provide a means of improving your 
estate program and we cordially invite your inquiry. 
A booklet outlining the purpose and operation of the 


BosTON SAFE DEPosIT AND TRUST COMPANY jigs 






















Two ‘Teen-Age Children and *30,000 


RTHUR JONES has $20,000 in life insurance and 
$10,000 in securities. Before his wife died, his 
will provided that his estate go to her outright because 
he felt it was too small to put in trust. His $20,000 in 
life insurance was arranged under a plan which would 
pay principal and income alike to Mrs. Jones over a 
ten-year period. He felt that this arrangement would 
provide for his family during the period when his two 
teen-age sons were being educated and dependent, 
and that thereafter they would be self-supporting and 
independent and able to contribute to their mother's 
support. 

But her death changed the whole situation, and 
Jones has now revised his plans so that both his securi- 
ties and life insurance will be left in trust for the 
benefit of his teen-age sons. In doing so, he foregoes 
an income tax advantage pertaining to monthly-pay- 
ment insurance settlements which distribute both in- 
come and principal. His reason for doing so is that he 
wants all he has to be available, at the discretion of our 
company, for the use and benefit of his two children. 
He cannot foretell what their expenses will be or how 
much their educations will cost — particularly in an 
inflationary period. He doesn’t know whether in the 
unforeseeable future a prolonged illness or other 
emergency will require sums which cannot be met 
from fixed monthly payments. 

In leaving everything in trust, Jones gives his trustee 
discretion to use and apply both ince and principal 


to whatever extent may be necessary in the proper 
support and education of the children. Such an ar- 
rangement avoids the appointment of a guardian 
(which is cumbersome and needlessly expensive ) and 
provides complete flexibility in using the children’s 
funds for their best interests. If Jones’s death occurs 
during the minority of his cmidren, our company will 
make arrangements for a home for his children, keep 
in touch with the household in which they are placed, 
and supervise expenditures for their benefit. 


In naming the St. Louis Union Trust Company as 
trustee of his estate and his life insurance, Jones pro- 
vides the further safeguard of common-trust-fund 
investment. Our two common trust funds were 
established to permit the funds of many small and 
medium-sized trusts to be invested collectively. Such 
investment of his estate will permit us to provide far 
greater investment diversification and much closer 
investment supervision than otherwise would be 
possible. 

Our common trust funds are operated under the 
regulations of the Federal Reserve Board and current- 
ly total more than $31,000,000. They are not open to 
investment by the general public but are limited to 
the investment of funds of trusts of which our com- 
pany serves as a trustee. There is no additional charge 
of any kind for participation in our common trust 
funds. Whether your estate be large or small, your 
business is welcome at the St, Louis Union Trust Co. 


It’s Safer to Name a Trust Company as Your Executor and Trustee 


St. Louis Union Trust Company 


TRUST SERVICE EXCLUSIVELY 
Broadway and Locust, 2 





ADDRESSES AND FORUMS: Be- 
cause of its wider appeal and applica- 
tion, the Common Trust Fund device is 
a natural for talks before service and 
women’s clubs and should find its way 
to the rostrum of a host of other trade 
organization meetings. Financial and 
Estate Planning Forums have made ex- 
tensive use of commentaries on how 
these Funds bring to smaller trusts 
advantages previously available only to 
the large account, and enable those with 
true trust objectives to build up from 
modest beginnings or to provide trust 


protection for beneficiaries of smaller 
bequests. 


Briefing sessions for the bank’s own 
staff, especially those who meet custom- 
er-prospects that the trust department 
does not see, should be a “must” where- 
ever such Funds are administered. It 
is not, of course, the function of teller 
or trust officer to “sell” the Common 
Trust Fund, but it is simple sense that 
all who represent the bank to the public 
be properly informed on the features of 
this facility and know the precautions 
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Names: 


Authority: 


Purpose: 


Participants: 


Administration: 


Audits: 


Miscellaneous: 





FACTS ABOUT 
AMERICAN SECURITY’S 
COMMON TRUST FUND 


When established: 


February 28, 1950. 
American Security Trust Fund “A”. 


District of Columbia Law and Rules and Regulations of 
Board of Governors of the Federal Reserve System. 


To bring together assets of participating accounts into one 
common trust fund for investment, and thereby obtain for 
these accounts greater stability of income and safety of 
principal, through a much broader diversification of invest- 
ments than is generally possible for accounts of moderate size 
when invested independently. 


Only bona fide trusts, now being administered or created in 
the future, of which American Security is trustee or co- 
trustee, may participate. Maximum participation for any 
one trust is $50,000. The Trust Company will receive no fee 
for operation of the fund, but will continue to receive its 
compensation from participating trusts as in the past. 


In accordance with provisions of a plan approved by our 
Board of Directors, and under the investment supervision 
of our Trust and Investment Committee. Income collected 
on securities held in the fund will be distributed quarterly 
among all participating trusts, and income payments will 
then be made to the beneficiaries of those trusts as desired 
by them. 


Once a year, by a firm of certified public accountants selected 
by and responsible to our Board of Directors. Information 
on such audits will be forwarded to beneficiaries of par- 
ticipating trusts. In addition, all accounts under the manage- 
ment of the Trust Department are examined regularly by 
banking authorities. 


Approximately 30 states throughout the country have au- 
thorized the creation of common trust funds, and many 
large banks have successfully operated funds for several 
years. We believe the creation of our common trust fund 
will enable us to render better trust service to the bene- 
ficiaries of our smaller and moderate sized trusts. 








to observe. Forums or special meetings 
for estate attorneys, for investment 
houses, and for the local Press, should 
be considered as opportunities to both 
increase appreciation of trust services 
and avoid misunderstanding. mis-quo- 
tations or “misprints.” 


NEWSPAPER AND MAGAZINE 
ARTICLES: The talent of most banks 
for missing opportunities to inform the 
public of newsworthy events and devel- 
opments is nowhere more apparent than 
in the news and feature columns of the 
nation’s Press. If a new drug is put on 
the market that has been proven help- 
ful to even a small number of patients, 
or a new clothing material developed 
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that “resists” wrinkles or rain, it is 
played up in print all over the country. 
The purveyors or creators may simply 
believe that it is good business to let 
people know they can do them a ser- 
vice, and the news reporters may simply 
feel it is their duty to tell what is new 
or what progress is being made in the 
public interest. 


Perhaps because of the confidential 
nature of individual fiduciary accounts, 
the shroud of secrecy, or news-shyness, 
was long expanded to cover the corpo- 
rate fiduciary light. But as Trusteeship 
broadened its base beyond large corpo- 
rate trusts and millionaires, and became 
media for private and institutional in- 








vestment in corporate as well as govern. 
ment securities, it is affected with wide 
public interest. 


Now, through the facility of the Com. 
mon Trust Fund, it has become more 
than ever democratic in its utility. That 
this is becoming recognized is evident 
from the publication of feature articles 
in newspapers and popular magazines, 
Here is an early example (1944) of 
generally constructive and newsworthy 
reporting from a New York paper: 


“The New York Banking Depart- 
ment last week granted permission to 
the ... Co. to establish two common 
trust funds, to be known as the ‘Dis. 
cretionary’ and ‘Legal’ funds. 


“So far as is known, the (Co.) will 
be the first bank in this State to es- 
tablish both these types of common 
trust funds, although one other New 
York bank has already set up a simi- 
lar discretionary fund. (Such vehicles) 
permit the pooling of moneys from a 
large number of trusts in sufficient 
amount to purchase a wide variety of 
securities. 


“In the case of the ‘legal’ fund, as 
contemplated by .. ., investments 
will be limited to securities which are 
on the Banking Departments legal 
list for the investment of trust 
moneys. 


“However, securities purchased for 
the ‘discretionary’ fund may include 
any issues which the judgment of offi- 
cials considers to be sound. As a prac- 
tical matter, equity investments for 
such a fund would probably be limited 
to dividend-paying stocks, which 
would probably be limited to 25 per 
cent of the fund’s total investment, 
with the remainder divided between 
‘legal’ and Government issues. ... 


“For some years, common trust 
funds have been operated by banks 
in Pennsylvania and Delaware, but 
this development is comparatively 
new in New York State, and is pos- 
sible now only because of recent 
changes in this State’s laws.” 


Journal of Commerce 
December 21, 1944 


A recent write-up in the Washington 
(D.C.) Evening Star is reproduced here 
as an example of good newspaper re- 
porting of a new Fund, based on col- 
laboration with the trust companies 
named. 


Original surveys published in Trusts 
AND EstaTes* have been widely cited 
in newspapers and periodicals, and 
other banking publications have carried 
constructive articles, with the only criti- 
cism arising from a few news items 


*cf. “First Nationwide Study of Diversification 
and Growth” — Nov. ’50 T&E p. 740; which won 
the 1951 Business Paper Editorial Achievement 
Award for financial reporting, and subsequent 
composite presentations. 
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based on Fund reports coming into edi- 
torial hands’ which disregarded the re- 
striction on specific yield and unit value 
publication. Commentaries on the Com- 
mon Trust Fund in Barron’s for Sep- 


Development in Banks of 
COMMON TRUST FUNDS 
1939 - 1951 
Legal 


Discretionary GE 
Cumulative Ses 





tember 8, 1952, and in recent issues of 
the Kiplinger magazine Changing Times 
was followed by a well-conceived lead 
story entitled “Big League Trustees for 
‘Poor’ Man” in the June 27, 1953 issue 
of Business Week, as well as reviews of 
Trusts AND EsTaTEs’ nationwide sum- 
maries in various business periodicals. 
With adequate cooperation of the local 
banks, the trade press. the Trust asso- 
ciations and government agencies, such 
publicity can be of public and mutual 
benefit. But in the interest of avoiding 
publication of yield and unit value fig- 
ures, it would seem desirable to end 
any Fund reports with such data clearly 
marked “Not for publication” and a 
note of explanation to the editor. 


A Desirable Public Service 
The Board of Governors of the Fed- 


eral Reserve System has the responsi- 
bility, under Sec. 584 of Internal Reve- 
nue Code of 1954, to promulgate rules 
and regulations for Common Fund op- 
eration, and has shown high regard for 
both the trustee’s problems and the pub- 
lic’s protection. Regulation is by its na- 
ture more evident on the negative side, 
but the cooperation and consideration 
shown by the Board in aligning public 
with professional interests merits a sim- 
ilarly positive implementation by every 
progressive trust bank. The “Handbook 
on Common Trust Funds” issued by the 
Trust Division of the American Bankers’ 
Association provides an essential guide 
to establishment and operation of these 
Funds, along with Regulation F, and 
further aids the uniformity which is so 
necessary. 
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For the first time it is possible to 
show readily not only a large number 
of trust principals and beneficiaries but 
also prospects and other interested par- 
ties — and the public — how trust 
funds are invested. It will enable fiduci- 





* \ 
\ 
A $10,000 Trust A doctor's Trust 
for a child’s\ of $50,000 for 
education ‘ since 
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aries to correct the too prevalent im- 
pression that trust monies are confined 
to government bonds (which anyone 
can do), that trustees never or rarely 
make any changes from the original 
portfolios, or that they thrive upon con- 
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An estate of $75,000 $100,000 of 
left in trust for endowment funds 
a widow 7 fora college 


/ ¢ 


Girard Trust Corn Exchange Bank, Philadelphia 








Popular Fallacy 


Among a long list of popular fallacies is the 
mistaken idea that one must be wealthy, 
his estate large, before a trust arrangement 


can be of any interest to this Company. 
Nothing could be further from the facts. 


In August of 1940, when we established 
our Discretionary Common Trust Fund, 
we made available to all persons the oppor- 


tunity to create small trusts. 


Response was immediate, for the Discre- 
tionary Common Trust Fund not only 


answered a long-felt need on the part of the 
public, but it also enabled us to give to 
small trusts a flexibility and investment 
diversification not previously possible. 

If you are interested in conserving your 
principal and in maintaining a reasonable 
income, you may well find the Discretion- 
ary Common Trust Fund a logical first step 
toward a personal future goal. 

May we explain this Discretionary Com- 
mon Trust Fund in more detail? May we 
send you a copy of our booklet? 


FIDELITY-PHILADELPHIA TRUST COMPANY 


ORGANIZED 1866 
80 Years of Experience in the Administration of Estates 
135 SOUTH BROAD STREET ¢ PHILADELPHIA 9 


Member Federal Reserve System 


Member Federal Deposit Insurance Corporation 
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stant switching. Publication of the ratios 
of various types of securities in a bank’s 
Fund, or charts of the growth thereof, 
seem entirely proper matter for adver- 
tising or other publicity. 


One final question remains: Is the 
word “Common” the best suited and 
most descriptive? A number of banks 
have used other titles. such as, Com- 
bined or General Trust Fund, Compos- 
ite, Diversified, Uniform Collective, In- 
vestment Fund — all of which have 
better connotations than does the pop- 
ular conception or definition of “Com- 
mon,” which Webster calls “belonging 
to all of a group” and also “ordinary, 
coarse.” To many it implies investment 
in common stocks only. Since the word 
“common” has a connotation in the 
public mind of common stocks, publicity 
should emphasize the point that these 
Funds are generally invested in a “bal- 
anced” portfolio containing substantial 
ratios of bonds (and in some cases, 
mortgages), or that fixed-income secur- 
ities will be used wherever appropriate 
either by use of individual bonds or 
mortgages, or by participation in a 
separate bond Fund. The variety of 
contexts of Agencies, Investment Man- 
agement accounts, Supervised Agencies, 
Custodianships, the various appellations 
of personal Trusts, ought not be re- 
peated in the publicity on Common 
Trust Funds. Their variation should 





More Students Coming 


1949 


1953 ... 


1960 . 


1970 ea E 
7 a 


(Each figure represents 1 million regular students 
in U.S. colleges and universities) 





be confined to differences dictated by 
judgment as to investment composition 
and proportions, and universal use of 
a single designation, such as Diversified 
or composite would avoid public con- 
fusion. 


By whatever name it is known, it 
should be publicized with gcod taste, 
in terms of its contributions to trust 
customers present and potential, and 
with factual data that will remove the 
shroud of mystery and technicality that 
has so long prevented Trusteeship from 
serving the millions who need its pro- 
tection. The A.B.A. committee on Com- 
mon Trust Funds has recommended 
that banks do a great deal more to ad- 
vertise and publicize the manner in 
which this facility enables it to serve the 
public. And the Federal Reserve Board 
itself has apparently no desire to re- 
strict publicity — other than on the 
points previously mentioned — _ but 
rather recognizes the entire propriety 
of any well-conceived advertising or 
program for informing the public on 
this government-authorized facility for 
serving bona-fide trust customers. When 
one has a good product or service, 
it is to the advantage of all parties 
to make it known to those who may 


benefit. 

While there is, then, adequate oppor- 
tunity for advertising or publicizing the 
use of the Common Trust Fund as a 





2,456,841 


(capacity enrollment with 
G.1. attendance) 


Council for Financial 
Aid to Education, Inc. 


In a new study, “Our Colleges and Universities and Their Financial Support,” issued by 
the National Association of Manufacturers. The NAM found that serious financial problems 
confront almost every institution of higher learning, in some cases, so critical that schools 
are in danger of closing their doors. The study said that corporate gifts must become one 
of the major sources of college and university support. Today, more than 25% of those 
between 18 and 21 go to college, contrasted with only 4% in 1900. The number of college 
youth will be nearly double by 1970, and the demand of industry, business and government 
for college graduates is constantly expanding. The Commission on Financing Higher Edu- 
cation estimates that $250 million would be needed each year for five years to bring the 


private colleges up to date. 


Corporations gave about $60 million to education in 1953. The NAM committee said 
that stockholders generally think such donations are a good idea and that the federal 
government, through its 5% allowable deduction for federal income taxation, has endorsed 
the principle of corporate support of education, and that courts have approved such gifts 


even when there is no visible “direct benefit.” 
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function of a trust for bona fide pur. 
poses, the cited precautions should be 
observed in spirit as well as letter, lest 
the tax status be lost. As the Common 
Trust Fund Handbook states (p. 33): 
“It is advisable to warn against any 
widespread promotional campaign based 
on the common trust fund which might 
result in the creation of many small 
accounts, trust in form, but which are 
really glorified savings accounts or 
purely investment accounts.” 


The editors of T&E will be glad to 
cooperate with any bankers desiring to 
make up explanatory or descriptive book. 
lets, statement enclosures, or special 
newsletters relating to common trust 
funds. 

A A A 


New Common Trust Funds 

A “Common Trust Fund of Legal Com- 
mon Stock Investments” was started by 
Berks County Trust Co., Reading, Pa. 
on October 11. Distribution of income 
will be semi-annual, valuation dates will 
be quarterly “and such other days as 
may be designated by the Trust Invest- 
ment Committee. 

A Discretionary Common Trust Fund 
was put in operation by Cambridge 
(Mass.) Trust Co. on November first. 

The First National Bank of Crawfords- 
ville, Ind., has established a Common 
Trust Fund. 

J. P. Morgan & Co., Inc., New York, 
has obtained permission from the New 
York State Banking Department to estab- 
lish a Discretionary Common Trust Fund. 

A 2 & 
Floridians Discuss Tax Code 


The Trust Division of Florida Bank- 
ers Association met at the Angebilt 
Hotel in Orlando on November 10th, 
with chairman Willard R. Brown, who is 
vice president and trust officer of The 
First National Bank of Miami, presiding. 
The morning session was devoted to a 
report of the Legislative Committee 
headed by John Wigginton, trust officer 
of Tallahassee State Bank and Trust Co. 
The afternoon session consisted of a 
forum on the 1954 Revenue Code, with 
panelists: Henry Carrington, trust officer, 
Marine Bank and Trust Co., Tampa; 
George W. Ericksen of MacFarlane, Fer- 
guson, Allison and Kelly, Tampa; and 
William Frazier of Frazier and Hill, 
Jacksonville. 


Approximately 50 trust officers at- 
tended. Among the guests for luncheon 
were Comer J. Kimball, president of 
Florida Bankers Association and chair- 
man of the board of The First National 
Bank of Miami, and Clarence Gay, Flor- 
ida State Comptroller. 
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Short-Term Trusts 


(Continued from page 1083) 


tain charitable trusts) does not for this 
reason result in immediate taxation of 
the grantor. This exception to the gen- 
eral rule of Section 674(a) and also Sec- 
tion 672(d), correlates the beneficial 
enjoyment rule with the short-term rule. 
Thus a more severe tax treatment will 
not result from a power to dispose of 
income exercisable after a prescribed 
period than from a true reversionary 
interest in either the corpus or the in- 
come of a trust taking effect after the 
same period. However, if the grantor 
retains the power to dispose of the 
trust’s income after the prescribed pe- 
riod has terminated, for example in the 
eleventh and succeeding years, he will 
be taxable on the income of those years 
since the power will be currently exer- 
cisable. n 


Powers Exercisable by Will: A power 
which can be exercised only by will by 
any person (including the grantor) to 
dispose of the income or corpus of a 
trust does not result in tax to the 
grantor, unless the trust instrument di- 
rects or permits an accumulation of in- 
come for the purpose of disposing of it 
by will. In effect, no change in the 
beneficial enjoyment of the income or 
corpus can be accomplished by the 
grantor until his death so long as his 
dominion is limited to a testamentary 
power of appointment. 


Limited Power To Add Beneficiaries: 
The permissible power allowed any per- 
son (including the grantor) under the 
exceptions to the general rule taxing 
beneficial enjoyment include the power 
to add as beneficiaries of the trust after- 
born or after-adopted children. The 
statute does not say whose children. One 
interpretation would be that children of 
the grantor were meant; another, chil- 
dren of the persons holding the power. 
A third plausible interpretation would 
include children of beneficiaries, as 
well. Perhaps the new Regulations will 
throw some light on this. 

Powers Exercisable by any Trustee Other 
than Grantor and Souse 
Section 674(d) 

Power to Sprinkle Income or Corpus: 
Obviously, independent trustees can 
exercise, without imputing tax liability 
to the grantor, all those powers listed 
above as “Powers Exercisable by Any 
Person.” In addition, they can “safely” 
be granted a second class of powers 
which includes broad powers to distri- 
bute, apportion or accumulate income 
to or for beneficiaries or within a class 
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of beneficiaries, or to pay out corpus 
to beneficiaries or within a class of bene- 
ficiaries whether or not they are income 
beneficiaries. These powers, which are 
contained in subsection (c) of Section 
674, are more extensive-than any other 
class of nontaxable powers exercisable 
under this section. 


Powers such as these granted to trus- 
tees are attributed to the grantor only 
if: (1) more than half of the trustees 
are related or subordinate parties; and 
(2) such dependent trustees are actually 
subservient to the wishes of the grantor. 
In any event, these powers will be at- 
tributed to the grantor if he is one of 
the trustees holding such powers. The 
purpose of permitting this broad class of 
powers to be held by independent trus- 
tees is to permit the existence of an 
ordinary discretionary trust with maxi- 
mum flexibility to meet beneficiaries’ 
needs. For example, it would be per- 
missible to appoint one’s wife and bank 
as trustees as only the former would be 
considered subservient to the grantor’s 
wishes. However, if one replaced the 
bank with one’s brother or father, the 
grantor would have to show by the pre- 
ponderance of evidence that one of the 
two trustees was not subservient to his 
wishes. Evidence such as outright refusal 
by the trustee-relative to follow the 
grantor’s suggestions in administration 
of the trust would naturally be the 
strongest kind of proof. Helpful also 
would be financial independence from 
the grantor and a reputation for inde- 
pendence and integrity. In any event, 
the first case on this subject should be 
both interesting reading and a textbook 
for grantors. 


It should be noted that independent 
trustees may be granted these extensive 
discretionary powers without limitation 
by reference to any external standard. 
Thus, independent trustees and inde- 
pendent trustees alone may be granted 
unlimited discretion to “sprinkle” the 
trust income among named beneficiaries, 
or within a class of beneficiaries or to 
determine whether current income bene- 
ficiaries or remaindermen shall ulti- 
mately receive accumulated income, or 
to terminate the trust at will by exer- 
cising a power to pay out corpus. 


A Rule That Got Lost: Not mentioned 
in any Committee Report is the deliber- 
ate deletion by Congress of Section 
166.2(d) of the draft of the American 
Bar Association which was otherwise 
substantially adopted as Subpart E. This 
draft provided a rule of general appli- 
cation which would have been located 
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immediately prior to the existing sec- 
tion 672(d) and which would have stated 
as follows: 


“(d) Rule where trustee is sub- 
ject to removal without cause — If 
the grantor or a related or subordin- 
ate party has the power to remove a 
trustee without cause, the grantor 
shall be treated as possessing the 
powers of that trustee.” 


Now, since there was a deliberate de- 
letion of this general rule from the 
Subpart and since Section 671 states 
that the grantor shall not be taxed on 
the grounds of dominion and control 
except as specified in this Subpart, the 
retention of this power by the grantor 
or a related or subordinate party will 
not subject the grantor to taxation upon 
the trust income. 


Reservation of the power to remove 
trustees without cause can include the 
power to remove both independent and 
related or subordinate trustees. 


Congress’ failure to include this power 
of dominion and control as a taxable 
one is an indication of its present think- 
ing. If abuses should develop it can 
amend Section 672 to include this power 
in its list of taxable powers for later 
years. 


To anticipate possible changes in the 
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Code such as the above, the grantor can 
expressly reserve in the trust instrument 
the right to release any powers other- 
wise reserved to him without thereby 
subjecting himself to income tax, as the 
exercise of stich a power to release 
can only reduce his dominion and con- 
trol over the trust, not increase it. 


Powers Exercisable by any Trustee Other 
than Grantor and Spouse 
(Section 674(d) ) 


Power to Allocate Income Limited By 
Standard: The third class of powers are 
those exercisable by any trustees (in- 
cluding related or subordinate parties) 
other than the grantor and the grantor’s 
spouse. These powers are those to dis- 
tribute, apportion or accumulate income 
for named beneficiaries or within a class 
of beneficiaries if such powers are limit- 
ed by a reasonably definite external 
standard which is set forth in the trust 
instrument. 


Section 675—Administrative 
Control Over Trust 


Even more so than in the case of re- 
versionary trusts and powers of dis- 
position over income or corpus, the old 
regulations regarding administrative 
control extended beyond the criteria de- 
veloped in the case law; particularly 
with reference to loans from the trust 
to the grantor. However, this conflict be- 
tween regulations and case law has now 
been resolved with definite statutory 
rules which, while more stringent than 
the case law, are less stringent than the 
regulations. 


Administrative controls sufficient to 


treat the grantor as the owner of the 
trust are deemed retained where: 


(1.) there is a power in the grantor 
or a person not having a substantial 
beneficial interest in the trust prop- 
erty which permits any person to 
deal with or dispose of the trust 
corpus or income for less than its 
fair market value; or 


(2.) there is a similar power which 
permits the grantor to borrow the cor- 
pus or income without adequate inter- 
est or without adequate security; ex- 
cept where a trustee (other than tne 
grantor) could make such a loan 
under a general lending power; or 


(3.) the grantor has actually bor- 
rowed from the trust and such loan 
has not been repaid before the begin- 
ning of the taxable year; except 
where the trustees are other than the 
grantor or a subservient related or 
subordinate party and the loan pro- 
vides for adequate interest and ade- 
quate security; or 


(4.) there exist certain administra- 
tive powers held in a non-fiduciary 
capacity. 


The extension of the Clifford doctrine 
that “no one fact is normally decisive” 
has now developed into a statutory con- 
cept along three major fronts, namely: 


(1.) the development of the con- 
cept that reversion in the grantor 
within ten years will, as a single 
factor, require that the grantor be 
treated as the owner of the trust; 


(2.) the development of the con- 
cept that certain discretionary powers 
of disposition of the income or cor- 
pus vested in the grantor or subservi- 
ent related or subordinate trustees 
likewise may, no matter how long 
the term of the trust, require that 
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the grantor be treated as the owner 
of the trust; and 


(3.) the development of the con- 
cept that the retention of certain 
administrative powers by the grantor 
or a non-adverse party, in any ca- 
pacity, or of certain other administra- 
tive powers in a non-fiduciary capacity 
will, as a single factor, require that 
the grantor be treated as the owner 
of the trust. 


The third concept is new law, as the 
prior regulations to that effect have been, 
with the possible exception of the Sixth 
Circuit, (Schmidt v. Glenn, 172 F.2d 
863, (1949); Shapero v. Comm., 165 
F.2d 811 (1948) ) rejected by the Courts 
(Cushman v. Comm., 153 F.2d 514 
(CCA 2d, 1946) Hall v. Comm., 150 
F.2d 304 (CCA 10th, 1945) ). 


The first prohibited administrative 
power (to deal with the trust property 
for less than adequate consideration) is 
in effect a power which permits a 
grantor or another person to vest title 
to the trust corpus or income in himself 
for his own personal benefit. Hence, 
even if not included as a prohibited ad- 
ministrative power, it would be con- 
sidered a revocable power which would 
result in taxation of the grantor under 


Section 676(a). 


The second prohibited administrative 
power (to borrow without adequate in- 
terest or security) will not subject the 
grantor to taxation where a trustee, 
other than the grantor, may under a 
general lending power make loans to 
any person without regard to interest 
or security even though the general 


"You save a billion here, a billion there, 
and the first thing you know it mounts up.” 
THE SATURDAY EVENING POST 


Reprinted by special permission of The Saturday 
Evening Post. Copyright 1954 by The Curtis 
Publishing Company. 


lending power permits such loans to the 
grantor, as well as to other persons. It 
should be noted that the old regulations 
provided more restrictively that the 
grantor was taxable if the power to lend 
was held by his wife as trustee and did 
not exempt a loan to the grantor under 
a general lending power unless it pro- 
vided for adequate interest. 


The third prohibited administrative 
power (certain borrowing of trust 
funds) subjects the grantor to tax if 
he has directly or indirectly borrowed 
the corpus or income and has not com- 
pletely repaid the loan, including inter- 
est, before the beginning of the taxable 
year. However, even if this loan has not 
been repaid, if it provides for adequate 
interest and adequate security and has 
been made by a trustee other than the 
grantor or a related or subordinate 
trustee who is subservient to the grantor, 
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the grantor is not taxable on the income 
of the trust. This latter exception was 
not provided by the old regulations 
which laid down an absolute rule taxing 
the income to the grantor in every year 
in which such a loan was not repaid. 


The fourth group of prohibited powers 
are three, and only three, specifically 
enumerated powers of administration ex- 
ercisable by any person in a non-fidu- 
ciary capacity. Two of such powers are: 
(1) the power to vote stock held by the 
trust, and (2) the power to control the 
investment of the trust funds but only 
if, in relation to either power, the trust 
funds consist of stocks or securities of 
corporations in which the holdings of 
the grantor and the trust are significant 
from the viewpoint of voting control. 
The third prohibited power of admin- 
istration is one to reacquire the corpus 
by substituting other property of an 
equivalent value. 


It should be noted that the first sen- 
tence of Section 675 states that “the 
grantor shall be treated as the owner 
of any portion of a trust .. .” and then 
proceeds to enumerate prohibited powers 
of administration. The Clifford regula- 
tions did not provide, as did the regu- 
lations under old Section 166 that the 
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want accurate, prompt 
information on any Pennsyl- 
vania trust or estate prob- 
lem why not delegate the 
work to this experienced 
bank? Our Trust Officers 
and personnel are familiar 
with all the practices and 
procedures which affect 
trusts and estates in Penn- 
sylvania. 


Tradesmens Land Title 


BANK AND TRUST COMPANY 
PHILADELPHIA 
Broad and Chestnut 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER FEDERAL RESERVE SYSTEM 




















grantor is taxable only on the portion 
of a trust over which he has admini- 
strative control but provided he was 
taxable on the “income of a trust,” 
thereby implying the entire taxable 
income. 


The new “portion” provision would 
render the entire income of the trust 
taxable to the grantor where he had 
power to deal with the entire property of 
the trust for less than fair market value 
or the power to borrow the entire corpus 
or income of the trust without adequate 
interest or without adequate security 


(except under a general lending power). 
However, under the new law, if the 
grantor was limited by the trust instru- 
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Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis. 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘“‘staff and line” 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “‘line’’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 
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ment to borrowing $10,000 from the 
trust, and as an individual borrowed 
that amount without security from him- 
self as trustee, then it would appear that 
the only portion of the trust of which 
he would be “treated as the owner” and 
taxed with the income would be the 
$10,000 actually borrowed as _ that 
amount would constitute “the corpus... 
directly . . . borrowed” by the grantor. 
The trust’s income on the amount lent to 
the grantor will be the interest, if any, 
which the grantor pays. Since this in- 
terest is treated as being paid by the 
grantor to the grantor himself, the net 
effect of Paragraph (3) will be to deny 
the grantor any deduction under Section 
163 for the interest which he pays to 
the trust, and not merely to nullify the 
deduction by an equal inclusion of in- 
come. The grantor could not defer the 
payment of interest until the year sub- 
sequent to the repayment of principal 
and thereby secure a deduction as he 
must have “completely repaid the loan, 
including any interest, before the begin- 
ning of the taxable year” in order to 
avoid taxation as the owner. 


Similarly, if under Paragraph (4) the 
grantor reserved the power to vote the 
stock in a closely held corporation in a 
non-fiduciary capacity, he would appear 
to be taxable only on the income of that 
stock as it would be a clearly defined 
portion of the trust over which he held a 
prohibited administrative power. 


Conclusion 


The most obvious conclusion is that 
we now have before us a most compli- 
cated and detailed statutory pattern for 
the taxation of short-term and con- 
trolled trusts, Its provisions are in some 
ways an alleviation and in some ways a 
tightening of the vast body of case law, 
regulations and scattered statutory pro- 
visions that formerly governed this area. 
It appears that the end result is an im- 


provement over the old law as litigation 
was apt to stem from even a slight 
variance from the regulations even 
though case law seemingly warranted 
the deviation. What we have here in 
Subpart E is a middle of the road ap- 
proach which, while conceding the Com- 
missioner’s contention that a single fac- 
tor can require taxation to the grantor, 
nevertheless eliminates a number of 
those factors from consideration. The 
result — while scarcely to be called cer- 
tainty — is more certain than under the 
old law. And in this area a substantial 
achievement has been accomplished by 
placing all operative sections within one 
Subpart and plainly so stating in such 
Subpart. 

It is now possible, especially with the 
new short-term trust and independent 
trustee provisions, to have income or 
corpus effectively “sprinkled” among 
the family group without having to dele- 
gate this power exclusively to an outside 
trustee. The trust services offered by 
banks take on new importance as they 
can now be effectively utilized without 
the loss of the personal touch of a rela- 
tive who can be joined with the bank to 
constitute an integral “independent” 
trustee. It is also possible to set up 
simple reversionary trusts for persons 
of moderate wealth which trusts can be 
utilized to accumulate income for the 
education of their children with 80¢ 
dollars after taxes instead of 50¢ dollars 
and without the fear of expensive liti- 
gation forever present. 

It would be interesting to know what 

Mr. Clifford thinks about what he is 
credited with starting. Only the prehis- 
toric genius who first mounted wagons 
on cross-sections of logs ever set more 
wheels in motion. 
@ The Tennessee Bar Association’s Com- 
mittee in Uniform State Laws will sup- 
port the enactment of the Principal and 
Income Act in the 1955 legislature. 
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Our Quarterly Probate Meetings were 
jnaugurated over 25 years ago. In all 
that time we have never missed a ses- 
sion — adequate testimony, we feel, to the 
fact that our meetings fill a vital need 
in our business. 


When we first began our get-togethers, 
our roll call consisted of one officer, four 
probate men, and two probate assistants. 
Today we count on five officers, five pro- 
bate men, eight probate assistants, and 
one secretary to participate in our meet- 
ings. In spite of more than doubling our 
“membership” over the years, neither 
the purpose nor the tenor of the sessions 
has changed. 


We have found the schedule of four 
meetings a year highly satisfactory. They 
generally last about two hours, but we 
have no set time limit. Being after work- 
ing hours, we are free from business de- 
mands and telephone interruptions. 


Occasionally we invite an “outside” 
speaker, usually someone from another 
department in the bank, who tells about 
the latest developments in real estate 
rulings, or perhaps the new tax laws. 
More often our meetings are “closed,” 
for members of the Probate Division 
alone, and we may delegate someone 
from the group to act as speaker on a 
subject particularly familiar to him, or 
leave the discussion “up for grabs,” but 
always plan for a question and answer 
period. 


When a decision is reached on a per- 
plexing situation we follow it up the 
next day by routing memos to those con- 
cerned, to eliminate the need of formal 
minutes, and insure a minimum of delay 
in action. 


Meetings are “strictly business” and 
fill a variety of needs. Probate work by 
its very nature creates a group of “in- 
dividualists” within the Division. Each 
man handles his own accounts in his own 
way — he becomes a sort of department 
within himself. Periodic meetings in 
which mutual problems are discussed and 


STAFF “PROBATE ” MEETINGS 


routine methods of operation and ad- 
ministration are reviewed, bring our 
members “back to the team,” and re- 
awaken awareness of our common goal. 
Moreover, our sessions provide perhaps 
the ideal method of benefitting from each 
other’s experience and may provide a 
precedent for future action. The idiosyn- 
crasies of one account may have been 
dealt with already by others. 


For example, the experience of one oi 
our group in disposing of a collection of 
Chinese musical instruments was of con- 
siderable help to another member of the 
department in finding a market and con- 
tacting people that made it possible for 
the latter to sell a collection of Chinese 
snuff bottles. Similarly, there was the 
case where we had several articles of 
tangible personal property to be removed 
from Paris, France, which experience 
was helpful to another member of our 
department at a later date in removing 
the contents of a chateau in southern 
France. 


One of the primary benefits is the 
creation of a greater esprit de corps — 
everyone is on an equal footing at our 
meetings — free to speak, to argue, to 
offer. As soon as one meeting is over we 
begin gathering material for discussion 
at the next. We base our agenda upon 
what has just occurred or is about to 
occur in the administration of the estates 
we handle — specific problems, situations 
with little or no precedent, the successful 
handling of complex operations — there 
is usually little theoretical discussion for 
discussion’s sake. 


Perhaps the most concrete proof of the 
success of our meetings is the fact that 
sessions of the same sort are now being 
called in the four other divisions of our 
Trust Department, and from all reports 
they are operating with the same happy 
results that we have experienced for the 
past 25 years. 


FREDERICK S. BooTtH, Vice President 
The Northern Trust Co., Chicago 


Complete banking and trust services 


FIDELITY TRUST COMPANY 
Pittsburgh, Pennsylvania 


Member Federal Deposit Insurance Corporation 
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An excellent folder for explaining the im- 
proved form of trust statements and trust 
new investment reports has been prepared 
by The Northern Trust Co., Chicago, for 
mailing to present beneficiaries, and to be 
available in new business activities. A four 
page leaflet shows facsimiles of the new re- 
port forms and explains the change as a 
forward step providing “the finest trust 
statement available.” Sample pages of re- 
ports on John Doe’s account are also avail- 
able. The reports are easy to prepare, easy to 
read and understand, and are mailed in an 
attractive and distinctive cover. A file folder 
is provided to keep all reports conveniently. 


@ The trust department of First Nation- 
al Bank of Kansas City, Mo., has moved 
into new quarters occupying 10,400 
square feet. Edward M. Cox is vice 
president in charge. 





“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for “Why 
Delaware?” our new booklet sum- 
marizing these benefits. 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


“It’s as easy as this to get help with 
your investments” states an ad of Fi- 
delity-Philadelphia Trust Co. which 
presents the four steps to investment 
assistance pictorially and by text. Cap- 
tion to the first picture starts the ball 
rolling by telephoning the bank for an 
appointment with a trust officer. The 
second step is the actual discussion with 
him of the investment situation. Number 
three is the trust officer’s explanation 
of how the bank can serve the customer 
in this field, and the final step is to 
leave the securities and sign on the 


dotted line. 


“They're my investment watchdogs . 
. .” says one fisherman to another in a 
Grace National Bank of New York ad 
which stresses the advantage of having 
the bank manage the investments of 
owners who are either too busy or out 
of town and have too little time for 
investment detail. 


“How to Get More Time for Your 
Business or Profession” is described in 
an ad from St. Louis Union Trust Co. 
which explains investment management 
accounts and the ways in which they 
save time for the customer. While this 
ad has no pictorial relief, it is well 
spaced and paragraphed, tells a com- 
plete story, and is easy to read. The 
9” x 10” space commands attention. 


“Where the land is strange, go 
armed!” advises an ad from Pennsyl- 
vania Company for Banking and Trusts. 
An armored knight is shown receiving 
his sword and the text tells how the 
home-made revisions of a will were not 
upheld by the court, points out that the 
law is a “strange land” to most testators, 
and that they should go into it “armed” 
with a lawyer’s help. While this ad does 
not mention the new internal revenue 
code, its emphasis on “revision” builds 
upon that assumed background, but 
without limiting the causes of revision 
to changes in the law. 





“A Profit-Sharing Trust Provides .. . 
Incentive, Retirement Benefits, Tax Ad- 
vantages.” This statement in the title 
of a booklet pictured in a Bank of New 
York ad is the real attention-getter, but 
is accompanied by a note that the 1954 
internal revenue code provisions are in- 
corporated, while at the bottom of the 
booklet is the name of the bank. In this 
manner the picture, which occupies 
more than half of the advertising space, 
puts across the essentials of the longer 
textual message given below. An insti- 
tutional ad from the same bank features 
pictorially the one word ALERT, four 
jet planes in formation, and a large 
radar installation. 


“Time is running out” is the theme 
of the Pennsylvania Bankers Associa- 
tion current message on will making. 
Produced in folders, posters and news- 
paper advertising mats, the program 





From Pennsylvania Bankers Assn. campaign 


informs the public that “You can’t 
know when you will need a will and 
that’s precisely why you need it now. 
. . Your plans should also include the 
choice of an executor. . . Take the time 
—or make the time—to discuss all of 
this with your attorney. If you haven’t 
thought about it before, think about it 


now...” 


“Just stop and think!” suggests an 
autumn seasonal ad of Chartered Trust 
Co., Toronto, which compares the sea- 
sons of the year to the periods of a 
lifetime the building up of an 
estate, the measuring of possessions 
against responsibilities, and the mak- 
ing of a will. Then comes the crux of 
the matter — the selection of an execu- 
tor. The ad warns, “The management 
of an estate calls for specialists. Many 
hard earned estates have disintegrated 
through mal-administration by well- 
meaning but uninformed people.” 





“How would your wife handle this?” 
asks Harris Trust & Savings Bank, 
Chicago, in an ad which describes how 
the bank’s decision to sell one particu- 
lar stock held by an estate—which later 
dropped 40% in value—saved the wi- 
dow more than the fee for handling 
the whole estate. The ad says, “This is 
a true story . . . and we think you'll 
find it an interesting and important 
story for you.” 


“Your will . . . tailored to fit” is the 
theme of a Rhode Island Hospital Trust 
Co ad which illustrates with pins, scis- 
sors and tape measure — symbols of 
the tailor’s trade. The text, however, 
deals not with wills but with the ad- 
vantages of a revocable living trust — 
another method of making “plans for 
your family’s future” which is subject 
to alteration. 


“Find home and family in this pic- 
ture,” challenges an ad from Security 
Trust Co., Rochester, N. Y., which 
shows an industrialist looking over the 
rapidly rising factory building that 
marks the expansion of his business. 
The ad inquires if the man’s will has 
“developed with his increasing success” 
and whether it will “fit his family’s 
relatively greater needs . . . tomorrow.” 


“Can your son fill your shoes?” asks 
an ad from First & American National 
Bank, Duluth, which pictures the young- 
ster scuffing along in his father’s shoes. 
The text explains why it is unreasonable 
to expect a relative or friend to be able 
to administer an estate or trust efficiently, 
whereas the personnel of the corporate 
fiduciary are specially trained for that 
“complex job.” 


“To the estate owner who either has 
no plan for it or who lacks full confi- 
dence in his own plan” Farmers Bank of 
the State of Delaware presents seven 
questions — “annoying questions” which 
“force a man to think” and, it is hoped, 
to take action for the protection of his 
family. While this ad is without illustra- 
tion, the rather long heading is clearly 
and strikingly printed, and the questions 
are followed by “Yes” and “No” col- 
umns. 
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“Life Insurance is ‘Good Business’ 


for Your Business” advises Maryland 
Trust Co., Baltimore, in an ad which 
discusses business life insurance. “Many 
of us think of life insurance in terms 
of “family” protection. But today more 
and more businessmen view life insur- 
ance as a form of ‘business’ protection. 

. Two vital steps should be taken. 
Have a ‘Buy-and-Sell’ Agreement drawn 
up by your attorney . . . Then fund the 
agreement by the purchase of adequate 
Life Insurance for each member of the 
firm ... and the heirs will receive full 
value... .” 


“To People Without Close Relatives” 
is a community trust ad published by 
the St. Paul Foundation. The text raises 
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a number of questions pointed toward 
the possibility that one might like to 
leave his estate not to “distant and per- 
haps unknown heirs at law,” but to 
“this Community in which you have 
lived and of which you have been a 
part.” It assures the reader that “your 
problem will be solved wisely, and 
with personal satisfaction, if you leave 
the residue of your estate for the better- 
ment of your fellow citizens through 
The Saint Paul Foundation.” The 
Foundation’s funds are trusteed through 
local trust institutions. 





“Does your life insurance measure 
up to your needs?” inquires an ad 
from Fort Worth National Bank, Texas, 
which pictures the calibrating of a fam- 
ily. The text points out how marriage 
or the arrival of additional children 
often makes necessary a revision in 
one’s life insurance plans. 


Booklets 


Statement stickers, advertising trust 
services and printed on colored stock, 
have been used for a period of months 
by Portland (Ore.) Trust Bank. The 
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copy, which is only a few lines and 
begins with an ornamented initial, 
stresses the need for a will and the vari- 
ous trust services in alternate months. 


A four page estate planning form, 
developed by the trust department of 
Union Bank & Trust Co., Los Angeles, 
for convenience of its trust officers, has 
now been adapted to customer use for 
giving or mailing to a select list of 
prospects. Fourteen questions inquire 
about family, other desired benefici- 
aries, nature of property and the form 
in which it is owned, insurance, cash 
position and tax position. Space for 
answers is provided on the form itself 
and the whole thing can be filled in 
without requiring a vast amount of 
detail. At the end, the prospect is in- 
vited to a conference at the bank. 


“Does your will meet this test?” in- 
quires United States Trust Co., New 
York, on the cover of a folder which 
contains “yes” and “no” columns to 
check against statements that (a) the 
reader remembers its date and import- 
ant provisions, (b) the family situa- 
tion is unchanged, (c) the residence 
is the same, (d) the financial status 
is substantially the same (separate sub- 
items for income, security holdings, 
business interests, life insurance and 
real estate), and (e) the will was re- 
viewed after each major change in in- 
come, gift and estate tax laws. The 
opposite page informs the reader that 
“if you have checked “No” opposite 
any of these statements, your will needs 
review,’ and suggests how to go about 
it. 

A trust department page is included 
in the booklet—“Building A Bank’s 
Personality in Print” wherein First Na- 
tional Bank of Chicago reprints a num- 








ber of its previously used advertise- 
ments, thus making convenient and at- 
tractive publicity for correspondent pro- 
motion. The trust department page pre- 
sents “Candid shots ofa Worried In- 
vestor,” showing some of the “unne- 
cessary” worries that result from trying 
to “look out for your securities at odd 
hours in your busy life.” 


Two scripts—“Dolls and Dollars” 
which tells the story of money and 
“Think About Tomorrow Today” which 
stresses estate planning and the value 
of a will—were distributed this autumn 
to 54 radio outlets in New York State 
by the Educational Foundation of the 
New York State Bankers’ Association. 
The scripts were prepared to be 
adaptable to women’s interest programs 
since women form most of the daytime 
audience. 


“A Tractor Will” is described in the 
current issue of the Digest published by 
Crown Trust Co., Toronto. The will was 
literally scratched on the fender of a 
tractor by a man who was pinned be- 
neath it for nine hours and died two days 
later. Crown Trust comments, “There is 
no reason why you should jeopardize the 
future protection of your family by not 
planning your estate.” 


Forums 


Two hundred members of the Junior 
League attended the women’s forum 
sponsored recently by State-Planters 
Bank & Trust Co., Richmond, Va. The 
topics covered were “Your Estate,” 
“Your Investments” and “Your Insur- 
ance.” 

An advanced estate forum was con- 
ducted in November by National City 
Bank, Cleveland. Four hundred people 
attended the two sessions devoted to 





J. Harvie Wilkinson, Jr., executive vice president of State-Planters Bank and Trust Co., 
Richmond, Va., moderating the finance forum for the Junior League. Left to right: Fielding 


L. Williams, attorney; L. Burwell 


Gunn, vice president and trust officer of State-Planters; 


R. W. Wiltshire, vice president of the Home Beneficial Life Insurance Co.; Mr. Wilkinson; 

Mrs. Anton C. Adams, Jr., Mrs. G. Gilmer Minor, Jr., and Miss Virginia Wellford, officers 

of the Junior League, and Miss Virginia O. Valentine, advertising manager of State- 
Planters, who directed the forum. 
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vidually the left- 
over questions for 
any who might wish 
to stop in. While 
president Rost was 
the only bank rep- 
resentative on the 
platform, other offi- 
cers and some of the 


estate planning and investment plan- 
ning. 





The first women’s finance forum for 
Jackson, Miss., was presented in Octo- 
ber and November by First National 
Bank. Three sessions were held in the 
afternoons of successive Tuesdays and 
dealt with “Women and their Property,” 
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TRUST DEPARTMENT CONTROLS AND AUDIT PROCEDURE 





FRANCIS E. WHITMER 


Vice President and Trust Officer, American Trust Co., San Francisco 


HE PURPOSE OF AUDITING IS TO 
: against honest error and dis- 
honest manipulation. Trust department 
controls are designed with these two 
purposes in mind. 


Principal defalcations in the trust de- 
partment occur in the following eight 
categories: failure to record the receipt 
of assets when a new account is opened; 
unauthorized withdrawals of cash and 
securities from fiduciary accounts; 
forged withdrawal of savings balances 
or of cash and securities from trusts; 
diversion of income on assets paying 
irregular amounts or at irregular inter- 
vals; falsification of real estate manage- 
ment expenses; conversion of payments 
received on securities believed worthless; 
conversion of interest and principal pay- 
ments on debts previously in default; 
and manipulation of interest and princi- 
pal payments or rental payments on real 
estate or real estate mortgage loans. 


The auditor today is affectionately 
regarded as an administrative assistant 
but it is still one of his primary functions 
to prevent losses to the bank. 


These remarks will deal only with the 
personal trust division. The auditor has 
definite responsibility in checking ad- 
ministrative acts: (1) be sure a name 
and number is assigned to every new 
account before it is opened, and before 
assets are received or disbursements per- 
mitted; (2) examine documentary evi- 
dence of each new account; (3) check 
initial inventory; (4) examine court ac- 
countings, decrees of settlement, and de- 
crees of partial or final distribution in 
estates; (5) to place control of real 
property on the records we use miscel- 
laneous adjustment entries, and to get 
property off the records a certified copy 
of the decree of distribution since no 
deed is required in California; (6) 
check uninvested cash balances; (7) fol- 
low a strict procedure for the receipt 
and delivery of wills; and (8) use a 
form of. receipt and release to control 
the delivery of assets upon distribution 
or withdrawal. 


Other areas where the trust officer is 
directly responsible include investment 
transactions which must be within limita- 
tions imposed by the governing trust in- 
struments; weekly confirmation of trust 





Summary of the address at Convention of 
National Association of Bank Auditors and Comp- 
trollers, October 19, 1954. 
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investment transactions by the Board of 
Directors’ Trust Committee; and the an- 
nual investment review of all trust ac- 
counts, provided for by Regulation F. 


Assets which cannot be reduced to 
physical possession include furniture, 
farm equipment, patents and copyrights, 
beneficial interests in trusts, royalties, 
and disability benefits under veteran 
guardianships. Two methods may be 
used to record them: the vault receipt 
form of the trust department or the mis- 
cellaneous adjustment entry. We use a 
seven-way multiple carbon multicolored 
and numbered form to control vault- 
stored assets, and it is the auditor’s re- 
sponsibility to check the ins and outs of 
securities and to check underlying au- 
thority where necessary. 


Several types of transactions call for 
special vigilance because of opportunity 
for manipulation. Our security cage 
watches the transactions and the auditor 
follows-up free deliveries, items “out for 
inspection,” securities purchased but not 
received. securities sold with a delayed 
settlement, over-deliveries, “items in 
transit,” items out for delivery not 
actually delivered, and transfers to the 
worthless securities files. 


Two controls over cash receipts and 
disbursements are required: first, a 
determination that income cash receipts 
are deposited in the proper bank ac- 
counts; and secondly, that proper trusts 
are given credit for the proceeds. Cash 
transactions include coupon interest, in- 
terest on registered securities, dividends, 
interest on real estate loans owned by 
trust accounts, rental income on real 
property, collection of irregular income, 
and principal cash receipts. 





To control cash disbursements, we 
use a special numbered form of invest- 
ment check in six parts distributed to 
the securities cage, auditor, tabulating 
department, internal bookkeeping de- 
partment, and so on. Payment of ex- 
penses are usually charged against in- 
come and treated automatically. Discre- 
tionary payments made by the bank 
must be supported by authorization of 
an administrative officer and be ap- 
proved by the trust committee. 


The development of fee schedules and 
their application to various trust ac- 
counts is determined by continuous stud- 
ies of operational costs and the competi- 
tive situation. Procedures should be well 
established to promote orderly control 
over: Acceptance fees, fees allowed by 
the court relating to estates, Living Trust 
fees, fees for agency and safekeeping 
accounts, fees earned and billed but not 
collected, and waivers of fees. 


In summary, Mr. Whitmer suggested 
minimum standards for controls and 
audits of personal trusts, and collection, 
called for close supervision over accep- 
tance of new business and amendments 
to protect the bank’s position as trustee, 
and urged that no single individual 
should process more than one major step 
in such importance transactions as the 


sale of a block of bonds. 
A A A 


State Supervisors Elect 
Robison 


Grant L. Robison, Superintendent of 
Banks of Nevada, was elected president’ 
the National Assn. of State Super- 
visors at its annual meeting held in 
Raleigh, N. C. The Association will meet 
in September 1955 in Chicago. Among 
the resolutions passed at the final 1954 
session was one calling attention to the 
consistent opposition of the supervisors 
to the branching of federal savings and 
loan associations without regard for the 
laws or practices of the individual States. 


1894 —1954 
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PUBLIC RELATIONS FOR PROFIT 


J. E. DREW 
Public Relations Director, Lever Brothers Co., New York 


ANKING TODAY ENJOYS A STANDING 
with the American public equal to 
that of industry, and better than many. 
Much of the favorable position of bank- 
ing is the direct result of increased use 
of services by the public — whole new 
categories of services that people want, 
need and use, and that bankers have 
created during the last ten or twenty 
years. Public relations, too, has become 
a major force in industrial life and 
recognized as senior policy concern. The 
public relations director today partici- 
pates in operating and executive com- 
mittee discussions. 

Public relations is supposed to create 
the climate and put in motion the factors 
that result in actual profit. Of course we 
want to help increase standards of liv- 
ing, give strength to the economy, and 
enrich the lives of people who use our 
products or services. All these, however, 
are by-products of the profit function. 


People buy our products because they 
are convinced of the merits of the 





Summary of luncheon address at Financial Pub- 
lic Relations Association 1954 Convention. 


product and like the people who sell 
them. We make friends through such 
programs as employee relations, com- 
munity relations, institutional publicity, 
work with opinion molders, and co- 
operation with dealers. In all our public 
relations planning and operations Lever 
Brothers asks this question — Will it 
sell soap? This same formula applies to 
financial public relations. When you 
gear your activities to the bank’s funda- 
mental objective — making a profit — 
you immediately command the attention 
and respect of management. And you 
sacrifice none of the high social values 
that are the by-products of public rela- 
tions work. 


One of the handicaps in the public 
relations program of many industrial 
firms and smaller banks is failure to 
place the job of public relations in the 
hands of one individual. Also the public 
relations job itself must be defined. The 
importance of written job descriptions 
cannot be over-emphasized. It takes pub- 
lic relations out of the academic, theo- 
retical field down to a_ business-like 
basis. This points the way to the next 
most important step — establishment of 
the objectives, policies, programs, bud- 
gets and time-table necessary to an efhi- 
cient operation. Most banks have thor- 
oughly documented credit policies, in- 
vestment policies, and operating policies. 
Few, as far as I can learn, have bothered 


hink of 
4d 10) 1 
FIRST 


to formulate their public relations poli- 
cies. 

In programming, you write out in ad- 
vance the things you intend to do next 
month, six months from now and a year 
from now. This gives you the beginning 
of a long and short range program. With 
the program must be a time-table and a 
budget. Write them out, get approval, 
and then make reports on the progress of 
your program. 


There is a great fallacy in the business 
world today that mere “do good” pro- 
grams are all that is required to create 
cordial relations with the public. The 
fact is, a great deal of public relations 
work is the “good deed” not done by 
publicity, speeches, booklets or radio, 
but through the installation of new 
equipment, alterations in present plants, 
improvement in operating procedures, 
and occasionally the sowing of a lawn 
and the planting of shrubs. Everything 
that the company is and does must be 
of sufficient merit to command the at- 
tention and respect of the public. With- 
out this “good deed,” no lasting public 
relations activity can be maintained. 


Self-examination — the first step in 
building effective public relations — 
calls for a thorough and objective study 
of the company or bank, its physical 
appearance and facilities, as well as its 
policies, services and personnel. Is there, 
for example, a feeling of good house- 
keeping present in your bank? 


Finance and industry are entering a 
new period of competition. It is not suf- 
ficient merely to produce a product or 
make available a service. Your share of 
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the market will be determined by your 
personality, how you perform your ser- 
vices and how you merchandise them. A 
personality cannot be created by the use 
of slogans. There are too many banks 
that advertise themselves as “The Friend- 
ly Bank,” and when you go inside, you 
find just the opposite. Is your bank one 
that shows qualities of leadership and 
identifies itself with the good things in 
the community or one that sits on the 
side-lines? 

I suggest “quality control” procedure 
for your bank. Examine every point at 
which the customer comes in contact 
with the bank, starting from the time he 
opens an account and extending through 
all his contacts, including telephone and 
correspondence. We get so absorbed in 
big projects and vast programs that we 
forget the simple, effective things such 
as the way we greet the customer, handle 
his deposits, answer his questions and 
discuss his business. A customer is not 
an interruption in your business; he is 
the purpose of it. 

A good personality not only helps 
build business, but will help solve one 
of the most pressing problems in bank- 
ing today — the recruitment of compe- 
tent personnel. The day after publicity 
broke about Lever House, for instance, 
more than 900 applicants stormed our 
personnel office seeking jobs. 


Management must set an example in 
teamwork both personally and officially. 
Industry recognizes this and places great 
emphasis on it. Before any important 
announcement is made about company 
policy, people or activity, the employees 
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CHARLOTTE, NORTH CAROLINA 


A regional trust operation offering complete 
personal and corporate services 


Member F.D.I.C.—Federal Reserve System 
Capital funds over $11,000,000 





get the information first, usually the day 
before. Nothing undermines employee 
morale so much as to have an outsider 
tell him about an important event in his 
own company. 


Many bank public relations men com- 
plain about not getting support from 
their directors, most of whom are busi- 
ness men, heads of corporations. The 
trouble is that most bank men haven’t 
sought their cooperation and support. 


With some outstanding exceptions, the 
selling campaigns of banks lack imagina- 
tion and customer appeal. They do not 
picture end results or goals in terms that 
will command the attention of the cus- 
tomer and prospect and lead to actual 
business. Perhaps finance can take a 
leaf from the merchandising book of in- 
dustry and do a better job of packaging. 
We change our packages, size, design 
and color, whenever we believe it de- 
sirable. Banks can do the same thing 
with their services. Instead of just re- 
ferring to “savings accounts,” package 
your savings service in the large econ- 
omy size and call it “Buy A Thousand 
Dollar Plan;” or put it into a colorful 
container and label it “Your Trip to 
Europe.” 


We find out what people want and 
what they like, build a product to meet 
these needs and desires, and then pro- 
ceed to emphasize the established con- 
sumer appeals in our advertising. Public 
opinion polls on banking, usually spon- 
sored by bank associations, have merely 
revealed public attitudes and did not 
explain the “why.” This question of 
psychological motivation is new and its 
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Wall Street Journal 

“Hello, Merrill Lynch, Pierce, Fenner and 

Beane? This is Carleton Richardson Hen- 

derson III, over at Batten, Barton, Durstine 

and Osborne. Hello, are you still there .. . 

Hello, Hello!” 

study might be a project for the FPRA 
school. 

Profitable and practical public rela- 
tions programs open new frontiers of 
service to the public and bring more 
business to our companies. The rewards 
are rich and satisfying. But there is 
something still greater and more im- 
portant involved in the practice of pub- 
lic relations. Every time you make a 
friend for banking and business, you 
make a friend for free enterprise, the 
sparkplug of American democracy. 
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UNCLE SAM, TRUSTEE 


(This article is taken from a letter by 
‘Fred H. Massey, Acting Assistant Commis- 
‘ sioner, Bureau of Indian Affairs, written in 

response to an inquiry by Trusts AnD Es- 
TATES as to the management of funds held 
in trust by the United States Government 
for various American Indian groups. While 
Mr. Massey’s letter does not attempt to treat 
the subject exhaustively, it illuminates the 
methods and volume involved in this par- 
ticular task of trusteeship and is of especial 
interest at this time when legislation con- 
cerning the status of the American Indians 
has been discussed in the public press.) 


HE PRINCIPAL FUNDS OF INDIAN 
ames on deposit in the Treasury of 
the United States* earn simple interest 
at various rates ranging from three to 
five per cent, depending on the rate 
authorized by the Act under which the 
fund was established. Interest is com- 
puted on daily balances in the Treasury 
of the United States and the amounts 
earned are credited to separate accounts 
from the principal funds usually on a 
semi-annual basis. 


Complete tabulations of the total 
amount of Indian tribal funds held in 
trust by the United States are made 
annually. The following illustration 
shows the balance on June 30, 1953: 


Principal Funds 


On deposit in the U. S. 

Treasury (balances 

earning interest). _. $73,730,845 
In the hands of Govern- 

ment Disbursing 

Officers. (No longer 

earning interest.) 3,932,072 

Total Principal Funds $77,662,917 


Interest Funds. (Interest 
funds do not earn 


interest.) 5,319,809 
Total Tribal Trust 
Funds -_.................. $82,982,726 








On April 30, 1954, the balance of 
undisbursed tribal trust funds was $86,- 
431,618, involving 592 separate trust 
funds belonging to approximately 165 
different tribes or bands of Indians. 


The Bureau also acts as a depository 
for funds belonging to individual In- 
dians, Indian enterprise or business 
groups and Indian tribes for various 
reasons. These funds are credited to 
Indian Money Accounts for the owners 
and are carried in official checking ac- 
' counts of Indian Service Special Dis- 
| bursing Agents with the Treasurer of 
the United States and do not earn in- 


*Not all funds that belong to Indian tribes are 
' held in trust for them by the United States. 
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terest. On April 30, 1954, there was 
approximately $48,500,000 on deposit 
with Indian Service Special Disbursing 
Agents for individual Indians and In- 
dian groups involving between 75,000 
and 80,000 separate accounts. A tabula- 
tion taken several years ago showed 
79,430 at that time. 


Tribal funds held in trust by the 
United States are disbursed only under 
authority of Congress. Permanent leg- 
islation has been enacted for the use 
of tribal trust funds of a number of 
Indian tribes. Congressional authoriza- 
tion for the use of other tribal trust 
funds is contained in annual or supple- 
mental appropriation Acts. Tribal trust 
funds are disbursed by the Government 
for the benefit of the Indians. The pur- 
poses for which disbursements are made 
vary as to tribes and are based on the 
needs of the various tribes. Tribal trust 
funds are used to operate tribal enter- 
prises such as sawmills for the manu- 
facture of lumber and lumber products, 
for medical care, education, welfare, 
resources management and for other 
purposes. Tribal funds are frequently 
used to make per capita payments to 
individual members of the tribe. In 
some cases a tribe’s funds may be ad- 
vanced to its officials who then disburse 
the money for some specific purpose 
or project. The Bureau encourages 
tribal governing bodies of Indian tribes 
to develop and approve programs for 
the disbursement of their funds. Perma- 
nent legislation for the use of tribal 
funds in practically all cases provides 
that such funds may be used for such 
purposes as the tribe may request and 
the Secretary of the Interior approves. 


Apparently the trustee relationship of 
the United States to Indian tribes began 
with the inception of our constitutional 
form of government. Section 8 of the 
Constitution of the United States gives 
Congress the power to regulate com- 
merce with the Indian Tribes and the 
Act of July 22, 1790, 1 Stat. 138, was 
the first to exercise this authority. Sec- 
tion 4 of that Act provided that any 
sale of land by any Indian or any na- 
tion or tribe of Indians, in order to be 
valid must be executed at some public 
treaty held under the authority of the 
United States. Subsequent Acts changed 
and amended this provision in various 
ways. Under these laws the United 
States through an agreement with the 
Seneca (September 15, 1797, 7 Stat. 


601), approved the sale of tribal rights 
to certain land for $100,000, which was 
to be invested in the stock of the bank 
of the United States, and held in the 
name of the President of the United 
States for the use and behalf of said 
nation of Indians. The first treaty made 
by the United States with an Indian 
Tribe, Treaty with the Delawares, Sep. 
tember 17, 1778, guaranteed to the In- 
dians certain territorial rights, thus, in 
effect, establishing the United States as 
a trustee of Indian rights. Since those 
days numerous treaties and Acts of Con- 
gress have established and continued 
the United States as a trustee of Indian 
rights in property and funds. 


The only trust funds invested through 
the Bureau are those accepted for de- 
posit from individual Indians or In- 
dian tribes or other groups. All invest- 
ments are handled and supervised under 
the various Area Directors of the Bu- 
reau. Investments are made only in 
United States Government Securities. 
Purchases of bonds are made for indi- 
vidual Indians and groups (Individual 
Investments) upon their request and the 
interest earned is credited to their in- 
dividual accounts. Investments of this 
type are mostly in United States Sav- 
ings Bonds although some Indian groups 
have sufficient funds to warrant invest- 
ments in long-term Treasury Bonds. 
Long-term Treasury Bonds are _pur- 
chased with funds which are in excess 
of reasonable needs for disbursements 
and withdrawals from these accounts. 





INDIANS CREATE TRUST WITH BANK 


Sam Burch, left, chairman of the Southern 
Ute Tribal Council, with E. Martin Larsen, 
vice president of Central Bank & Trust Co., 
Denver, signing the papers establishing a 
trust fund for the Ute tribe. Trust funds for 
two tribes were set up by their tribal councils 
when the first cash payments came following 
the Ute land claims judgment of the federal 
courts in 1950. The initial balances of the 
two funds are $43,000 and $60,000 respec- 
tively, but the Southern Utes alone have 
$7,000,000 of which $2 million will be spent 
in the current fiscal year on the tribe’s 
rehabilitation program. 
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The revenue from Grvoup Investments is 
credited to the individual depositors on 
the basis of the balances to the credit 
of each account during the earning 
period. All bond purchases are made 
by the United States Treasury Depart- 
ment for the Bureau and the bonds are 
held there for safekeeping. The records 
of the Bureau show that on April 30, 
1954, the following balances were on 
deposit with the various Area Offices: 


Indian Money Accounts 
(Deposits by individuals 
and groups of Indians.) $48,463,195 


Undistributed Interest __ 187,058 
Other Special Deposits*. 11,556,227 

ee eee Wares $60,206,480 
Individual Investments _.. $13,093,388 
Group Investments __. 19,602,850 
I es 27,510,241 


(nihil iia $60,206,480 


*This item shares in revenue from Group In- 
vestments which is credited to a special fund. 


Your letter makes particular refer- 
ence to a trust fund of $6,250.000 held 
for the Ute Indians. The Act of Septem- 
ber 27, 1950, ch. 1052, 64 Stat. 1044, 
1064, appropriated funds for the pay- 
ment of a judgment by the United States 
Court of Claims of $31,938,473, in 
favor of the Confederated Bands of Ute 
Indians. The judgment was divided un- 
der the Act of August 21, 1951, ch. 338, 
65 Stat. 193, among three groups of 
Ute Indians known as the Uintah and 
Ouray Utes of the Uintah and Ouray 
Reservation in Utah, the Southern Ute 
Indians of the Southern Ute Reserva- 
tion in Colorado, and the Ute Mountain 
Utes of the Ute Mountain Reservation 
in Colorado and New Mexico. The net 
share of the Ute Mountain Utes after 
payment of attorneys fees was $6,266,- 
695. It is assumed you have reference 
to this group. 


The share of the Ute Mountain Utes 
in the proceeds of the judgment is still 
on deposit in the Treasury of the United 
States to the credit of the tribe. The 
amount has not changed since no dis- 
bursements or payments have been 
made for the tribe from the balance. 
This undisbursed balance earns simple, 
not compound, interest at 4 per cent per 
annum. This is carried in a separate 
account from the principal fund, as 
stated, and does not earn interest. 


It is hoped that this information will 
give some idea of the nature of Indian 
trust funds held by the United States 
Government. 
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Bank Gets Trust for Apaches 


Oil and gas lease money belonging to 
the Jicarilla Apache tribe members under 
the age of 18 will be handled through 
a trust agreement with the First Na- 
tional Bank of Albuquerque. The money 
will be invested and the income rein- 
vested. Each child will receive 25% of 
his share when he becomes 18 and a 
similar amount in each of the next three 
years. 


The money covered by the agreement 
is part of a per capita distribution from 
leases on reservation land, and is ex- 
pected to be augmented by future distri- 
butions. The trust agreement marks a 
new policy on the part of the Bureau 
of Indian Affairs, and its consummation 
required a short course in banking for 
the Apaches, which was taught through 
an interpreter by the bank’s vice presi- 
dent, J. L. Threadgill. 


A A A 


California Trust Division 
Committees Named 


Committee appointments of the Cali- 
fornia Bankers Association Trust Divi- 
sion for the 1954-55 period have been 
announced by Chairman Garnett J. 
Brooks, senior vice president of Beverly 
Hills National Bank & Trust Co. The 
chairmen are: 


Fiduciary Insurance — T. J. Carlile, 
assistant vice president, Anglo California 
National Bank, San Francisco; Legisla- 
tion — S. B. Burnham, vice president, 
Union Bank & Trust Co., Los Angeles; 
Statutory Compensation for Executors 
and Attorneys — Bradley B. Brown, vice 
president and senior trust officer, Ameri- 
can Trust Co., San Francisco. 


FPRA Chairmen Appointed 


FPRA president Rod Maclean, who is 
assistant vice president of Union Bank 
& Trust Co., Los Angeles, has announced 
the following chairmen for 1955: Conven- 
tion General Chairman—W. W. Dela- 
mater, vice president, Tradesmens Land 
Title Bank & Trust Co., Philadelphia; 
Program Chairman—C. Arthur Hemmin- 
ger, director of advertising and public 
relations, First National Bank, St. Louis; 
Chairman, Trust Development Depart- 
mental—Howard J. Johnson, vice presi- 
dent, American National Bank & Trust 
Co., Chicago; Program Chairman, Trust 
Development Departmental—Halsey G. 
Bechtel, Jr., trust officer, Central Trust 
Co., Cincinnati; Clinic Chairman—Jack 
Morris, vice president, First National 
Bank, Montgomery, Ala.; and Trust De- 
partmental Editor for the Bulletin — 
Nelson Friedman, assistant vice presi- 
dent, Cleveland Trust Co. 


A A A 


Maine Fiduciaries Elect Walker 


At the annual meeting of the Corporate 
Fiduciaries Association of Maine, held on 
November 17, the following officers were 
elected: President—Winthrop B. Walker, 
vice president, Canal National Bank, 
Portland; Vice President—Horace S. 
Stewart, Jr., trust officer, Merchants Na- 
tional Bank, Bangor; Secretary-Treas- 
urer—Philip R. Powers, trust officer, Na 
tional Bank of Commerce, Portland. 


The guest speaker of the occasion was 
F. W. Elliott Farr, vice president, Gir- 
ard Trust Corn Exchange Bank, Phila- 
delphia, whose afternoon address was 
on “Insurance Stocks” while in the even- 
ing he discussed “Bank Stocks.” 





For more than sixty years Montreal Trust 
has been lending a hand to companies 
across Canada requiring expert Corporate 
Trust Services. 


lending 
a hand 


We serve many of Canada’s leading organi- 
zations as, Transfer Agent and Registrar for 
Stock Issues; Trustee of Bond, Note and 


Debenture Issues; Trustee of Employee 


to 


Pension and Profit Sharing Funds and in 


other corporate trust capacities. 


Montreal Trust has the technical “know 


how” and its corporate services are admin- 
istered by experienced Officers. 


May we give your Company a hand? 


MONTREAL TRUST 
Company 


MONTREAL @ CALGARY @ EDMONTON @ HALIFAX 
TORONTO @ VANCOUVER @ VICTORIA @ WINNIPEG 


SAINT JOHN, N. B. 


@ REGINA @ LONDON, ENGLAND 













TRUST PERSONNEL CHANGES 


ARIZONA 





































Royal M. Alderman, until recently 
VALLEY vice president of McCann-Erickson, 
NATIONAL BANK Inc., New York, the fourth largest 

advertising agency in the world, has 
been appointed a vice president of the bank, where he will 
be coordinator of advertising, public relations and business 
development. 






CALIFORNIA A. B. HUSSANDER 








Chi Chica 
Los Angeles & M. S. Carselowey became an asso- — - 
Pasadena ciate trust counsel at Los Angeles; 
SECURITY-FIRsT and at Pasadena, Harold A. Hardin ILLINOIS 
NATIONAL BANK lected vice president and trust officer. . , = 
asa nia Chicago Retirements in the trust department 
CONNECTICUT CONTINENTAL ILLI- as of December 31: Frank F. Taylor, 
NOIS NATL. BANK enior vic resident, and All B. 
Greenwich Frank Y. Larkin, trust officer since See ee me J, = 


Hussander. Taylor will continue to 


PUTNAM 1950, appointed vice president. serve on the board of directors. One of the original nine 
Trust Co. employees of the trust department of the Illinois Trust & 
New Haven Harry Copeland and Charles Arnsten Savings Bank, a predecessor institution, Taylor has been 
SECOND promoted to trust officers. Copeland the acknowledged Dean of trustmen in the Chicago area. He 
NATIONAL BANK joined the bank in 1946 in the income is treasurer and trustee of the Old People’s Home of Chi- 
tax division of the trust department, cago, a trustee of Denison University and the Moody Bible 
and is a graduate of Stone Business College. Armsten, a Institute. 
graduate of Yale, joined the Second National in 1950. Hussander completes more than 41 years in the trust de- 
Stamford Robert E. Jansen was made asst. trust partment, where his work has been in administration of 
STAMFORD officer and Edward W. Miller manager living trusts and estates. In recent years he has specialized 
Trust Co. of the statistical department. Jansen in the development of pension and profit sharing plans. 


came to the trust company in 1937, 
and after return from service during which he received five 
battle stars and was awarded the Air Medal with Oak Leaf 
Cluster and the Distinguished Flying Cross, he was trans- 
ferred to the trust department and has been specializing in 
estate administration. Miller became a member of the trust 
staff in 1948. 


Chicago Mark A. Brown will retire as presi- 
HARRIS TRUST dent of the bank on January 12. One 

& SAVINGS BANK of the nation’s outstanding bankers, 
and a strong advocate of a compul- 

sory retirement plan, Brown has had a large part in setting 
up the Harris Trust retirement program, which in addition 
to a life pension provides for distribution at retirement age 
FLORIDA of the accumulations in the bank’s profit sharing funds. 
Brown joined Harris Trust in 1928 after a successful in- 


Miami Craig W. Rosemond elected asst. trust dustrial career. He is past president of the Association of 






















First investment officer, formerly having Reserve City Bankers and of the Chicago Clearing House 
NATIONAL BANK been with the Bankers Trust Co. in A “nee 
’ : ssociation. 
New York for sixteen years, special- 
izing in corporate and investment administration. Chicago Franklin S. Ruhl elected an asst. 
Sarasota Edwin V. Mack advanced to vice ee B aa yee or to a ke La- 
SARASOTA BANK president and trust officer. He has ATIONAL SANE _ "Os 4; * monger t ° —_ 
& Trust Co. been associated with the bank as trust merce Clearing House Association as 


Associate Editor of “Trust and Estate Law Reporter.” A 
graduate of Loyola U. College of Law ‘49, he will continue 
in the administrative section of the trust department but 


officer since 1952. 


GEORGIA . , . 
will also devote time to the development of trust business. 
Atlanta Promotions in the official staff are: 
FULTON Erle Cocke, vice chairman of the board MAINE 
NATIONAL BANK of directors and chairman of the ex- 


ecutive committee; William V. Crow- Bangor & Portland John P. Vose resigned as trust officer 
ley, president; Gordon Jones, executive vice president; and CANAL of MerRILL Trust Co., Bangor, and 
Carl M. Floyd, senior vice president. NATIONAL BANK has been appointed a trust officer of 
Canal National, Portland. A graduate 
of Harvard Law School, Vose was president from 1944 to 
1946 of the Corporate Fiduciaries Association of Maine. 


MISSOURI 





St. Louis John E.* Donovan, executive vice 


SECURITY NATL. president and trust officer, elected 
BANK SAVINGS president to succeed Fred L. Denby, 
& Trust Co. elected chairman of the board. Dono- 


van has been with the bank since 
1928, “a has been a director since 1942. Denby was one of 
the original founders of Security National, in 1921. 
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: Jersey City 











HERBERT THOMASON 
Charlotte 


HERBERT S. CROFT 
Jersey City 


JOHN E. Donovan 
St. Louis 


NEW JERSEY 


Herbert S. Croft elected vice presi- 
FIRST dent and trust officer, returning to the 
NATIONAL BANK bank after five years, during which 

he has been vice president and trust 
officer of ALAMO NATIONAL BANK, San Antonio, Texas. He 
has had 25 years of trust experience, and is a graduate of 

New York U., John Marshall College of Law, and the Grad- 

uate School of Banking at Rutgers. 


Montclair Terence J. McHugh named president 
FIRST to succeed the retiring A. W. Ballen- 
NATIONAL BANK tine. 

Paterson Edgar R. Shumway appointed adver- 


tising manager, a newly created post. 
Formerly associated with Bankers 
Trust Co. of New York, he has had 
experience in many departments of the bank, including per- 
sonal trust, corporate trust, custodian and tax, and was 
editor of the bank’s official magazine, “The Pyramid.” Prior 
to his banking connections Shumway was with the New York 
Times, 


First NATIONAL 
BANK & Trust Co. 


NEw YorK 
New York Leonard T. Scully, W. A. W. Stewart, 
UNITED STATES Jr., and James P. Tobey appointed vice 
TRustT Co. presidents. All have more than 20 


years service with the company. Scully 
and Tobey are in the trust administration department, while 





JAMES P. TOBEY 
New York 


, 
W. A. W. STEWART, JR. 
New York 


LEONARD T. SCULLY 
New York 


Stewart is in new business development. Latter is a great- 
grandson of one of the co-founders of the trust company. 
Donald A. Halliday and Fred E. Hilgeman promoted from 
asst. secretaries to asst. vice presidents; Moore Gates, Jr., 
named assistant secretary in the investment department. 


New York I. W. Hughes, Jr., elected asst. vice 
BANKERS president in the corporate trust de- 
Trust Co. partment; Culver Smythe, asst. trust 


officer in the pension and personal 
trust department. Hughes is a graduate of North Carolina 
U.; Smythe, of Texas U. 


New York Howard B. Edel and Arthur W. Ros- 
GUARANTY siter, Jr., became assistant trust offi- 
Trust Co. cers. 

New York John J. O’Connell, assistant secretary, 
NEw YorkK promoted to asst. vice president in the 
Trust Co. trust department; and A Joseph Mc- 


Kay made asst. trust officer. 
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Joun H. Lucas 
Pittsburgh 


ROBERT C. DOWNIE 
Pittsburgh 


C. W. McGrIFF 
Charlotte 


Utica John H. Livingston will join the bank 
ONEIDA NATIONAL January 1 as head of the trust de- 
BANK & Trust Co. partment. He is presently asst. vice 

president and asst. trust officer of 

MINERS NATIONAL BANK of Wilkes-Barre, Pa. 


NortTH CAROLINA 


Charlotte Herbert Thomason and Cleve W. 
AMERICAN McGriff advanced to trust officer. 
Trust Co. Thomason recently completed 30 years 


with the trust department and is a 
tax specialist. McGriff joined the bank in 1936, and his main 
duties are the administration of estates and the handling of 
all trust department real estate matters. 


Charlotte Ernest B. Hunter, Jr., promoted to 
UNION asst. trust officer. He is a graduate 
NATIONAL BANK of Davidson College where his scholas- 

tic and extracurricular activities led 
to his selection in ‘““‘Who’s Who Among Students at American 

Colleges and Universities.” 


OKLAHOMA 


Tulsa Donald P. Flynn advanced to asst. 
First NATIONAL vice president in charge of advertis- 
BANK & TRUST Co. ing and public relations; Ray B. 

Knoohuizen named securities analyst 

in the trust department. Formerly controller for Fritz W. 

Glitsch & Sons, Inc., of Dallas, Texas, Knoohuizen has had 

ten years experience in the investment trust field. 


PENNSYLVANIA 


John H. Lucas, elected president and 
chief administrative officer; Robert 
C. Downie, who has been chairman 
and president, will continue as chief 
executive officer, and chairman of the board. 


Pittsburgh 
PEOPLES FIRST 
NATIONAL BANK 


Lucas, who has served as senior vice president of the bank 
since 1952, has been in the banking business for the past 
39 years. Recognized as one of the top authorities in the 





A trust officer’s office in the remodelled trust department of 
Fourth National Bank, Witchita, Kan., combining comfort, effi- 
ciency and privacy. 
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lending field, he is also chairman of the Consumer Credit 
Division of the Pennsylvania Bankers Association. 


Wilkes-Barre 
MINERS 


NATIONAL BANK 


Downie was made president of the predecessor Peoples- 
Pittsburgh Trust Co. in 1944, while on leave of absence 


serving as District Chief of the Pittsburgh Ordnance Dis- 
trict with the rank of Colonel. He became president of the 
merged bank in 1946, and chairman in 1952. 


Richmond 


Charles W. Dodson and Stanley G. Schade elected vice 


presidents in the trust division; Carroll S. Anderson and 
William Dignan, III, asst. vice presidents in the investment 
division. Dodson, a graduate of U. of Pennsylvania Law 


Seattle 
SEATTLE-FIRST 


School, began his banking career with the predecessor com- 
pany in 1930. Schade has been a trust officer since 1932. 





Address correspondence to Trusts 
and Estates with code number. 


Experienced trust solicitor and estate 
planner offers services on monthly fee 
basis. Will follow up mailing lists. 412-1 


St. Louis trust department seeks young 
lawyer to sell trust services. See ad below. 


Expanding Midwest trust department 
seeks trust officer with legal background 
and trust administrative experience. See 
ad H-411-5 below. 


Position as trust officer or new business 
man desired by man with seventeen years 
experience. 411-6 


Attorney with substantial experience, 
legal, tax and estate planning, plus writ- 
ing and teaching, desires responsible con- 
nection with trust department in Indiana 
or Great Lakes area. 411-7 


Trust administrator, experienced in 
personal trusts, estates and operations, 
sought by medium size New York bank in 
Metropolitan area. 412-2 


LAWYER FOR 
TRUST DEPARTMENT 


An unusual opportunity for young lawyer 
in rapidly growing Trust Department of 
St. Louis bank. Outside work selling trust 
services to individuals. Man selected will 
be trained in new business techniques. 
Write fully stating salary, etc., to P. O. 
Box No. 1575, St. Louis, Mo. 


TRUST OPPORTUNITY 


For Officer in Trust Department of pro- 

essive and expanding bank in Midwest. 
+ ctw to man in thirties or early 
forties. Legal background with trust ad- 
ministrative experience desirable. Write 
for personal history form. Please furnish 
preliminary outline of education, experi- 
ence and salary required. Our employees 
know of this advertisement. 


Box H-411-5, Trusts and Estates 
50 East 42nd St., New York 17 





MERGERS, NEW TRUST POWERS, 
CHANGE OF NAME 


San Francisco, Cal.—Among the 23 
banks in California owned by Trans- 
america: Corp. which are to be merged 
into the First WESTERN BANK & TRUST 
Co. (formerly known as San Francisco 
Bank) are the following trust institu- 
tions: First Trust & SAVINGS BANK, 
Pasadena; First NATIONAL BANK, Santa 
Ana; and First NATIONAL TrusT & SAV- 
INGS BANK, Santa Barbara. This will 
create the second Statewide banking sys- 
tem in California and will rank First 
Western within the top five in deposits, 
with 55 banking offices throughout the 
State. 


South Mimai, Fla——BANkK or SouTH 
MIAMI has been granted trust powers. 


Indianapolis, Ind.—Directors of both 
AMERICAN NATIONAL BANK and the 
FLETCHER TRUST Co. have approved con- 
solidation under the name of AMERICAN 
NATIONAL BANK-FLETCHER TRUST Co. 
January 1, subject to stockholders’ ap- 
proval and that of regulatory authorities. 
Chairman of the board would be Elmer 
W. Stout, at present holding the same 
position with American; vice chairman, 
William B. Schiltges; and president, 
Evans Woolen, Jr. 


Indianapolis, Ind. — PEOPLES STATE 
BANK has changed its name to PEOPLES 
BANK & Trust Co., to accent expanding 
trust operations. 


Springfield, Mo.—CITIZENS BANK has 
been granted authority to act in fidu- 
ciary capacities by the State Department 
of Finance. James A. Jeffries, executive 
vice president, will be incharge of trust 
work. 


Portland, Ore. — Stockholders of 
UNITED STATES NATIONAL BANK of Port- 
land and of COMMERCIAL BANK OF ORE- 
GON, at Hillsboro, have approved merger 
of the two institutions, whereby the lat- 
ter would become a branch office of 
United. 


Midland, Texas—MIDLAND NATIONAL 
BANK has been granted trust powers 
under the Federal Reserve Act. The new 
trust department will be headed by presi- 
dent and trust officer R. M. Barron, with 
Murray Fasken as asst. trust officer. 


NATIONAL BANK 


City Solicitor Howard E. Kennedy re. 
signed that office to join the bank as q 
trust officer. 


VIRGINIA 


Edwin W. Thompson named as as- 


First & MERCHANTS sistant trust officer. 
NATIONAL BANK 


WASHINGTON 


Louis V. Carlson promoted to trust 
officer. Timothy J. Healey, Robert W. 
Marriott, Jr., James P. Ready and 
Victor Snyder elected asst. trust offi- 
cers. 


IN MEMORIAM 


FRED I. KENT, former vice president of 
BANKERS TRUST Co., New York, first 
national president of the American Insti. 
tute of Banking, and holder of many im- 
portant committee posts in the American 
Bankers Association. 


LEwis E. Pierson, former chairman 
of IRvING TRuUsT Co., New York. 


LEONARD RASMUSSEN, trust officer of 
BANK OF AMERICA, and head of cor- 
porate trust division at Los Angeles 
headquarters. 


ARTHUR C. SANDERS, vice president and 
trust officer of the SAvINGS BANK & 
Trust Co. of Richmond, Virginia. 


C. ALISON ScuULLY, former trust and 
banking executive of BANK OF THE MAN- 
HATTAN Co., New York and Corn Ex- 
change National Bank & Trust Co., Phila. 
delphia. 

EDWARD T. SHERIDAN, a member of the 


trust division of UNITED STATES TRUST 
Co., New York. 


FRANK M. TOTTEN, retired vice presi- 
dent of CHASE NATIONAL BANK, New 
York, a director of the Foundation of 
the Presbyterian Church in the U.S.A., 
past president of the American Institute 
of Banking, since 1935 chairman of the 
public education committee of the Amer- 
ican Bankers Association, and a national- 
ly known speaker. 


FRANK G. VIBBERTS, board chairman 
of NEW BRITAIN (Conn.) Trust Co. 


WALLACE M. WAKEFIELD, president of 
SECOND NATIONAL BANK of Wilkes- 
Barre, Pa. 


CLARENCE R. WEAVER, vice president 
and trust officer of PEOPLES STATE BANK, 
Indianapolis, Indiana, and associated 
with the bank since 1912. 


A A A 


@ Guaranty Trust Co. of New York’s 
Quarter Century Club held annual ire- 
union at The Waldorf-Astoria with 950 
attending. The club’s present roster in- 
cludes 1444 active and retired members 
of the staff in New York and abroad, who 
have served the bank 25 years or more. 
John §S. Schaffer succeeds Andrew F. 
Peterson as president. 
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Sctered if SP 


The columns of this journal, through 
the years, 


Have dealt with things fiduciary .. . 
(“Holding, held, or founded in trust.” ) 


That weighted, fateful word itself: 
trust... 


The mean‘ng of the word 

And all its implications 

Of property and hopes and dreams 
Re'inquished by the man who dies 


And passes on those things . . . in 
trust... 


That those he loved may be protected; 

That what he has amassed by toil and 
his ability 

Throughout his working life 


Shall be conserved — yes, maybe 
multiplied. 


These things: his property, his hopes, 
his dreams 


Continue to exist, though he has gone, 
Because he left them all in trust 

With some fiduciary 

To guard what he accrued: 


The tangible: To purchase goods and 
services 


To make the loved ones’ lives as easy 
as may be. 


Intangible? To carry on those hopes and 
dreams, 


That love and memory may last beyond 
the grave 


And spread a benediction on the people 
of his choice — 
The wife who shared his life and times, 


And children who were love and dreams 
made manifest. 


It is a privilege to carry dead men’s 
dreams 


Beyond the time when they may dream 
them still. 


The men and women who devote them- 
selves to trust affairs 


Are grateful they may carry out the 
wills 


Of countless husbands, fathers, myriad 
others, 


Who, though they one day reach a 
mortal end, 


Still play the part ... through trust... 
of husband, father, friend. 


ROD MACLEAN, 
Union Bank & Trust Co. of Los Angeles 


(Reprinted from March 1954 issue) 
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D. C. Trust Committee 
Chairmen Named 


The Fiduciaries Section of the Dis- 
trict of Columbia Bankers Association 
has named the following committee chair- 
men: 


Program: Remick §: Ferguson, asst. 
trust investment officer, Riggs National 
Bank 


Trust Law and Legislation: William 
H. Wiegering, trust officer, Riggs Na- 
tional Bank 


Trust Investments: William C. Palmer, 
asst. trust officer, Riggs National Bank 


Standardization: Alfred T. Souder, 
asst. trust officer, American Security & 
Trust Co. 


Taxation: Mildred E. Foy, asst. trust 
officer, Riggs National Bank 


Publicity: Charlotte A. Engel, Nation- 
al Savings & Trust 


Nominating: Wilbur C. Dieter, trust 
investment officer, Union Trust Co. 


Library Copies Wanted 


The libraries of the Board of Gover- 
nors of the Federal Reserve System 
and of several universities are in need 
of one or more of the following issues 
of TRUSTS AND ESTATES to complete 
their files. We will pay 50¢ each plus 
postage. 


1939: 


1940: 
1941: 


July, December 

All except April, September 
All except March, July, Aug- 
ust, December 


1942: February, May, October, 
December 
1954: January 


CHARTERED BY 











Meadow Brook National Bank’s new central 

headquarters building, Merrick, N. Y., was 

the scene of a November “Home-A-Rama” 

show lasting for seven days. More than 150 

exhibitors of home furnishings, appliances 

and improvement materials showed their 
wares to a total of 50,000 people. 


Illinois Trust Division 
Committees Appointed 


The following committee chairmen 
have been appointed for the Trust Divi- 
sion of the Illinois Bankers Association: 


Costs — John B. Happ, vice president 
and trust officer, First National Bank & 
Trust Co., Evanston; Operating Manual 
— William H. Handrich, trust officer, 
First National Bank, Belleville; Legis/a- 
tion — Merwin Q. Lytle, vice president, 
Harris Trust & Savings Bank, Chicago; 
Public Relations and Education — Victor 
Cullin, vice president, Chicago Title & 
Trust Co.; School for Trust Develop- 
ment — Rollin B. Mansfield, assistant 
vice president, First National Bank, Chi- 
cago (1954 School), and John W. Hed- 
dens, trust officer, Continental Illinois 
National Bank & Trust Co., Chicago 
(1955 School); Trust Investments — 
Henry M. Bodwell, vice president, North. 
ern Trust Co., Chicago. 


CONGRESS 1867 


We invite your use of our Complete Banking 


and Trust Facilities 


NATIONAL SAVINGS »° TRUST COMPANY 


BRUCE BAIRD, President 


Main Office: 15th STREET and NEW YORh AVENUE, N.W. 
Capitol Plaza Office: ONE INDIANA AVENUE, N.W. 


MemBer FeperAL Reserve SysTEM ®* 


Memser Feperat Deposit INSURANCE CORPORATION 
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WHERE THERE'S A WILL 


GRANTLAND RIcE, acknowledged dean 
of American sports writers, bequeathed 
his interest in a co-operative apartment 
and all his personal effects to his widow 
and gave her the life use of his summer 
home at East Hampton, Long Island. She 
is to defray the expenses of maintaining 
the property and furnish receipts to the 
executor and trustee — Bankers Trust 
Co. of New York — as well as afford 
reasonable access to the latter to deter- 
mine whether necessary repairs have 
been made. The remainder on Mrs. Rice’s 
death passes to their daughter, former 
actress Florence Rice Butler, who waived 
the filing of a bond by her mother as 
required by Section 169(a) of the Sur- 
rogate’s Court Act. Except for a legacy 
of $3,000 to a nephew, the rest of the 
estate goes to the daughter. 


WILLIAM DouGLaAs McADAMs, chairman 
of the board of the firm bearing his name 
which became an international special- 
ist in nutritional and pharmaceutical ad- 
vertising, bequeathed $5,000 to his former 
wife, and legacies of $2,500 to each 
grandchild and $1,000 to his sisters. Two- 
thirds of the residue of the estate is to 
be divided among his four children; the 
remaining third to be held in trust for 
the former Mrs. McAdams who will re- 
ceive the income for her lifetime. Upon 
her death the principal will be divided 
among the testator’s then living de- 


- seendants per stirpes. The Hanover Bank 
, of New York was named executor and 


i} 
' 


trustee. 
ARTHUR Pryor, JR., son of the famed 


band leader, who as head of the radio de- 


partment of the leading advertising 


agency of Battcn, Barton, Durstine & 
Osborn for over a quarter of a century 
was responsible for producing many out- 
standing radio shows including Metro- 
politan Opera stars debuts, left his entire 
estate for the benefit of his wife. She 
receives outright all personal effects and 
real estate, and the income from the trust 
of the residue. The trustees and execu- 
tors — his attorney and Chemical Corn 
Exchange Bank of New York — are em- 
powered to pay over to Mrs. Pryor such 
sums from principal as they deem ad- 
visable or necessary for her maintenance, 
comfort, welfare and support. After her 
death, the principal will be divided 
among Mr. Pryor’s issue, per stirpes. 
Those not in being at the time of his 
death will receive their shares outright; 
the shares of the others will be held in 
further trust until they respectively at- 
tain the age of 45. 


In giving the fiduciaries complete in- 
vestment powers, the testator specifically 
included “shares of companies registered 
under the Investment Company Act of 
1940 (commonly known as Mutual Fund 
Shares).” The will provides that each 
trustee is entitled to the full commissions 
allowed to a sole trustee (which would 
otherwise not be allowed where the trust 
is under $100,000). In addition the bank 
is authorized to take $150 annually from 
the principal of each trust, except that 
this amount shall be reduced to $100 
where for any full year the only property 
other than cash is a participation in a 
common trust fund managed by the bank. 


WILLIAM H. HARKNESS, grandson of 
one of the principal investors with John 





Our extensive banking 
and trust facilities . . 


... are designed to serve every need of the 
individual or corporation in the conduct of 
financial matters. We invite your inquiry 
whenever our services may be helpful. 










D. Rockefeller in the formation of Stan. 
dard Oil Co., left one-half of his estate 
outright to his wife. The other half, from 
which estate and inheritance taxes are 
to be paid, is to be shared equally among 
his two children and two step-children, 
Their portions are to be held in trust 
until age 30, the income to be paid for 
their support, education, general use and 
benefit as the trustees deem suitable, 
without regard to the duty of any per- 
son to support them or the availability 
of other funds for those purposes. 


The will, which names an individual 
and The New York Trust Co. as execu- 
tors and trustees, provides that if there 
is any uncertainty as to the existence of 
a person which determines the payment 
or division of a gift, the payment, etc. 
is to be made as if that person does not 
exist. 


GORDON C. LEITCH, whose many Cana- 
dian financial interests included presi- 
dency of Toronto Elevators Limited with 
a grain storage capacity of seven million 
bushels, provided by codicil for a bequest 
of a half million dollars in stock to the 
University of Toronto, to endow a Chair 
of Obstetrics and Gynaecology. In his will 
Mr. Leitch directed his executors and 
trustees — Chartered Trust Co. of Toron- 
to and three individuals — to permit his 
wife the life use of their city residence, 
the annual upkeep to be paid out of the 
trust income or to purchase a substitute 
residence if she so desires. Summer re- 
sort property is to be conveyed to Mrs. 
Leitch absolutely. As to farm lands and 
the stock thereon, the trustees are to of- 
fer same for sale or lease to Toronto 
Elevators on terms fixed by the trustees, 


All other assets, including property not 
purchased by the elevator firm, is to be 
converted into cash as the trustees may 
decide and reinvested in “trustee invest- 
ments” which term is to include invest- 
ments permissible to Canadian life in- 
surance companies. From the trust in- 
come, or principal to the extent neces- 
sary, the trustees are annually to pay 
Mrs. Leitch $12,000, two sisters $900 each 
and a third sister $1,500. Any excess in- 
come is to be divided equally among the 
testator’s wife, children and issue of de- 
ceased children per stirpes. The trustees 
are empowered to use principal to meet 
the widow’s extraordinary and unusual 
expenses or to enable her to live in the 
manner to which she was accustomed at 
the time of her husband’s death. Prin- 
cipal may be used for the other benefi- 
ciaries to defray extraordinary expenses 
due to illness or other emergency. 
Amounts so paid are to reduce the estate. 


Upon Mrs. Leitch’s death, the trustees 
may either set aside sufficient amounts 
to continue the annuities for the sisters 
or purchase annuities for that purpose. 
The remainder of the estate is to be 
divided among the testator’s then sur- 
viving issue equally per stirpes. 
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CURRENT LITERATURE NOTES 


Book 


The Economic Strength of Business 
and Professional Women 

BABETTE KASS and ROSE C. FELD, Na- 

tional Federation of Business and Professional 

Women’s Clubs, Inc., (1790 Broadway, New 

York 19. 140 pp. $1.50) 

A handy reference book for statistics 
as to earnings and occupations of women 
in business, with chapters devoted to 
their types of investments, such as real 
estate, businesses, stocks; types of in- 
surance purchased. Contains 35 tables 
compiled for the Federation, showing 
the economic strength and importance 
of such women in America. 


SUPPLEMENTS 


Supplements to two books, rendered 
necessary in the main by the 1954 tax 
law, have been issued by Little, Brown 
& Co. of Boston. The first is to Cochran’s 
“Scientific Employee Benefit Planning” 
which was published earlier this year 
when it appeared that Congress would 
make wholesale changes in the taxation 
of pension and profit sharing trusts. The 
supplement, modest as it eventually 
turned out to be, was assured to pur- 
chasers of the original volume. 


The second supplement is to Casner’s 
“Estate Planning.” In this instance, the 
additional material not only reflects the 
new tax law but includes two simple 
estate plans for critical examination. 


ARTICLES 


Improvement of Probate Statutes — 
The Model Code 


R. G. PATTON. Iowa Law Review, 
1954 (Iowa City; $1) 


Spring 


The Model Probate Code was prepared 
under the supervision of a committee of 
the American Bar Association’s Section 
of Real Property, Probate and Trust 
Law, of which committee the author was 
for some years chairman. The Code has 
supplied the basis for revision of probate 
laws in several jurisdictions and, in pre- 
senting here a general summary of its 
provisions, Mr. Patton commends it to 
the attention of legislators in all states 
where probate reform is sought. 


Legal Effect of Contracts to Devise 
or Bequeath Prior to Death of 
Promisor 


BERTEL M. SPARKS. Michigan Law Re- 
view, Nov. 1954 (Ann Arbor; $1). 


This article analyzes the questions that 
may arise respecting a contract to devise 
or bequeath before the date set for per- 
formance. These are discussed under the 
headings of: interest remaining in the 
property owner after he has made a valid 
contract of that nature; and interest 
of promisee prior to promisor’s death. 
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The thesis is to be concluded in a sub- 
sequent issue. 


Federal Tax Conference 


Taxes, Dec. 1954 (214 N. Michigan Ave., Chi- 

cago 1). 

This issue is devoted to the proceedings 
of the Seventh Annual Federal Tax Con- 
ference of the University of Chicago, held 
in October. Of particular interest to this 
audience are the following papers: In- 
come Taxation of Trusts and Estates 
under the 1954 Code, by Austin Fleming; 
Some Implications of the Code for Estate 
Planning, by Frederick O. Dicus; Stock 
Redemptions and Partial Liquidations, 
by Anderson A. Owen. The other papers 
deal with partnerships and. corporations. 


Income Tax Returns by an Executor 


BYRON E. BRONSTON. Illinois Bar Journal, 

a 1954 (424 South Second St., Springfield; 

Here is an extremely practical discus- 
sion of the new rules with respect to fil- 
ing estate income tax returns. With a 
step by step analysis, emphasizing the 
changes made in the Code, the author 
also points out the executor’s responsi- 
bility in taking advantage of tax saving 
opportunities. 


Planning of Smaller Sized Estates 


BRUCE M. SMITH. Illinois Bar Journal, Oct. 

1954 (424 South Second St., Springfield; $1). 

This is a step by step analysis in 
planning a small estate where life in- 
surance is the principal asset. Use of the 
settlement options, avoidance of guar- 
dianship, trusteed insurance, jointly 
owned properties, common disaster — 
these are some of the areas covered. 


Checklist for Stockholder Buy-outs 
with Corporate Funds 
ALVIN D. LURIE. Journal of Taxation, Nov. 
1954 (33 W. 42nd St., New York 36; $1.25). 
In a novel method of presentation, the 
author lists the various possibilities in 
using corporate funds to purchase a 
stockholder’s interest without creating 
ordinary income. Each idea is marked 
“file”? or “forget” and following the 
checklist are explanatory notes on the 
conclusions. 


OTHER ARTICLES 


Estate and Gift Tax Provisions of 
1954 Code, by Sydney A. Gutkin & David 
Beck: Taxes, Oct. (214 N. Michigan Ave., 
Chicago 1; 60¢) 

Role of Accountant in Estate Planning, 
by Maurice Fried: N. Y. Certified Public 
Accountant, Sept. (677 Fifth Ave., New 
York 22; 50¢) 


Use of Insurance to Liquidate Part- 
nership Interest at Death, by Robert 


M. Musselman: Journal of Taxation, 
Aug. (33 W. 42nd St., New York; $1.25 


Estate Planning for Professional Men, 
by Donald C. McCune; Life Association 
News, Sept. (11 W. 42nd St., New York; 
35¢) 

Remarried Widow’s Power of Aliena- 
tion under Probate Code: Nete, Indiana 
Law Journal, Summer (Bloomington; 
$1.50) 

A A A 


@ The bulk of Supreme Court Justice 
Robert H. Jackson’s estimated $300,000 
estate was left ir trust for his wife for 
her life, with the remainder to go in 
equal shares to a daughter and a son. 
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In recent years our trust department offi- 
cers have earned many compliments for 
us like the one above. Because of its 
compact size, Grace National Bank does 
give every account close, personal atten- 
tion. This is particularly desirable in 
connection with estate planning, for no 
two families ever present quite the same 
set of circumstances and objectives. 

Grace National offers complete trust 
services for both individual and corpo- 
rate needs. For individuals we perform 
fiduciary duties as executor, adminis- 
trator and trustee, and render invest- 
ment advisory service. For details on 
any of these facilities, stop in at any 
time and talk over your needs with one 
of our trust officers. 


GRACE 
NATIONAL 
BANK 


OF NEW YORK 
7 Hanover Square, New York 5 


Correspondent Banks in Principal Cities of the World 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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INCOME TAX 


Taxability upon surrender of endow- 
ment policies not decreased by premium 
payments made by employer. Taxpayers 
purchased 10-year endowment policies 
payable to themselves on maturity. Tax- 
payers owned their respective policies 
and designated, as death beneficiary, cor- 
poration of which they were officers and 
owned all outstanding stock. Part of the 
premiums were paid by corporation. Upon 
surrender of policies during lifetime, tax- 
payers reported gain to extent proceeds 
received exceeded premiums paid by cor- 
poration as well as themselves. Commis- 
sioner assessed deficiency, and his con- 
tention that income was earned to ex- 
tent amount received exceeded premiums 
paid by taxpayers and not corporation 
was sustained by Tax Court. 


HELD: Affirmed. Sec. 22(b) (2) (A) of 
19389 Code taxes gain on surrender of 
endowment to extent amount received 
exceeds “aggregate premiums or con- 
sideration paid.” Though literal con- 
struction would allow consideration of 
premium payments by corporate em- 
ployer, statute should be interpreted to 
mean that gain is determined only by the 
amount of premiums paid by the tax- 
payers. Insufficient evidence was intro- 
duced to support alternative contention 
that premiums paid by the corporation 
were constructively received by taxpayers 
as compensation. Fact that employer did 
not deduct payments as expenses infers 
lack of intent that these payments were 
considered additional compensation to 
taxpayers so as to be attributed to them. 
Card v. Comm., 8th Cir., Oct. 13, 1954. 


Deduction for portion of commissions 
attributable to tax exempt securities dis- 
allowed. Upon termination of revocable 
trust fiduciary was paid principal com- 
mission of $15,493.84. Payment was made 
pursuant to Section 1548 of the New 
York Civil Practice Act for “receiving 
and paying out” principal. Taxpayer de- 
ducted 63.4864 per cent of this amount 
based upon similar percentage of securi- 
ties in trust principal account producing 
taxable income. When Commissioner pro- 
posed deficiency on another ground, tax- 
payer asserted right to refund based 
upon deduction of full principal commis- 
sion. Taxpayer argued that Section 
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SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 


24(a)(5) of 1939 Code only disallows 
expenses attributable to production or 
collection of exempt income, not expenses 
attributable to management, conservation 
or preservation of properties the income 
of which is exempt. 


HELD: Denied. While Act provides that 
commissions are based on “receiving and 
paying” out principal, it is obvious that 
such commissions are intended as com- 
pensation for many other duties of ad- 
ministration. Since taxpayer was fur- 
nished no proof that principal commis- 
sions were payable solely for conserva- 
tion and maintenance of trust property 
producing income there is no basis on 
which to allow additional deduction. 
Pozzo di Borgo v. Comm., 23 T.C. No. 10, 
Oct. 15, 1954. 


ESTATE TAX 


Tenancy by entirety was not created 
by conveyance to husband and wife. Hus- 
band transferred property through straw 
to himself and wife, as tenants by en- 
tirety. Property is located in Maine in 
which state tenancies by entirety are not 
recognized. Upon wife’s death full value 
of property was included in her estate. 
Subsequently, executor filed claim for 
refund, contending that only one-half 
of property was properly includible in 
decedent’s estate. 


HELD: Refund granted. Question pre- 
sented is whether attempt to create ten- 
ancy by entirety, under Maine law, cre- 
ates tenancy in common or joint tenancy. 
Unless there is clear language to con- 
trary, state courts presume tenancy in 
common was created. To have just ten- 
ancy there must be unity of time, title, 
interest and possession. Since husband, 
in tenancy by entirety, has right to inter- 
est and possession, joint tenancy was not 
properly created. Accordingly, wife was 
tenant in common and only one-half of 
value of property is includible in her 
gross estate. Dane v. Delaney, D.C.D. 
Mass., Oct. 22, 1954. 


Value of contingent transfer to charity 
includible in decedent’s estate. Decedent, 
during lifetime, created trust providing 
for income to be paid to hospital. It was 
provided that income was to be used 
for hospital care of descendants of de- 
cedent’s parents. Any excess in any one 
year could be accumulated or used for 


hospital purposes as hospital might de- 
cide. Commissioner included value of 
trust in decedent’s gross estate, con- 
tending that trust violated rule against 
perpetuities and was part of decedent’s 
gross estate. Administratrix claimed re- 
fund contending that trust could be de- 
ducted from gross estate as charitable 
transfer under Sec. 812(d) of 1939 Code, 


HELD: Refund denied. Trust was void 
and reverted to decedent’s estate because 
of violation of rule against perpetuities. 
Case does not come within rule that char. 
itable purpose stands even though non- 
charitable purpose is declared void. Pri- 
mary purpose of trust was to provide 
care for descendants. Charity was not 
primary purpose of trust, no income be- 
ing payable except on contingency that 
there was surplus fund remaining. Since 
the charitable purpose is only incidental 
and contingent, it falls with the trust. 
Trust property is included in full in de- 
cedent’s gross estate. Brennan v. United 
States, D. C. D. Conn., Oct. 4, 1954. 


Partial trust does not qualify for 
marital deduction. Decedent husband cre- 
ated trust in his will providing for two- 
thirds income for life to be paid to his 
wife. Additionally, wife was given gen- 
eral power of appointment, by deed or 
will, over one-half of the principal with 
gifts over upon default of appointment. 
Subsequent to decedent’s death, wife ex- 
ercised her power of appointment in her 
own favor and one-half of residuary 
estate was distributed to her outright. 
Commissioner assessed deficiency in es- 
tate taxes contending that wife’s interest 
in one-half of residue did not qualify for 
marital deduction under Sec. 812(e) of 
1939 Code. 


HELD: Commissioner sustained. De- 
cedent’s wife received terminable inter- 
est as defined under Sec. 812(e) of 1939 
Code, since upon her death without exer- 
cising her power of appointment, the 
property would devolve to other takers. 
Fact that wife received life estate with 
complete power of appointment does not 
create fee simple estate. Accordingly, 
unless wife’s interest falls within provi- 
sions of Sec. 812(e)(1)(F), it cannot 
qualify for marital deduction. That sub- 
section requires that wife be given in- 
come from entire trust and power of ap- 
pointment over entire trust. Here, wife 
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only had right to part of income and 
power over only one-half of trust. Court 
cannot overrule clear statutcry language 
because of possible inequities. Provisions 
of Sec. 2065(b)(5) of 1954 Code qualify- 
ing such partial interest for marital de- 
duction has no retroactive application. 
Est. of Shedd, 23 T.C. No. 8, Oct. 15, 1954. 


Legal life estate with unlimited life- 
time power of invasion does not qualify 
for marital deduction under 1939 Code. 
Decedent’s will provided for his residu- 
ary estate to pass to his wife for life 
with full power of disposition over such 
property during her life. All unexpended 
portions were to pass to designated bene- 
ficiaries. Commissioner assessed defi- 
ciency contending that wife received a 
terminable interest not qualifying for 
marital deduction. 


HELD: Commissioner sustained. Life 
tenant had unlimited powers of disposi- 
tion during her lifetime with respect to 
creditors and purchasers. However, she 
did not have fee simple estate since, 
without exercise of her power, property 
devolves to other persons. Accordingly, 
wife possessed terminable interest which 
does not qualify for marital deduction. 
Wife cannot be considered a trustee of 
trust so as to come within exception un- 
der Sec. 812(e) (1) (F). Though, in some 
cases, life tenant is considered trustee of 
principal for benefit of remaindermen, in 
this case wife had unlimited rights of 
invasion with no duty to account to re- 
maindermen. Estate of Edward F. Pipe, 
23 T.C. No. 14, Oct. 22, 1954. 


GIFT TAX 


Value of life estate retained deducted 
for gift tax purposes. Taxpayer, before 
becoming an Italian citizen, to protect 
her properties from foreign restrictions 
created trust for her benefit. Trust pro- 
vided for income payments to be made 
to donor in discretion of trustees. Princi- 
pal and any accumulated income, upon 
donor’s death, were payable to her chil- 
dren or other contingent beneficiaries. 
Trust contained regular  spendthrift 
clause. Commissioner assessed gift tax 
deficiency contending that donor lost all 
dominion and control over trust property. 
Accordingly, entire value of property was 
included to determine gift tax liability. 


HELD: Commissioner overruled. 
Though taxpayer-donor had no legal 
right to income under terms of trust, 
she, in effect, retained economic enjoy- 
ment of such income. Under Massachu- 
setts law, creditors of beneficiary could 
satisfy their claim from maximum 
amount of income which trustees, in their 
discretion, had power to distribute. Ac- 
cordingly, though taxpayer could not de- 
mand income directly, she could ac- 
complish the same objective by borrowing 
a similar amount of money and relegat- 
ing the creditor to trust income for re- 
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imbursement. Since taxpayer retained 
full economic enjoyment, value of her 
life interest in trust income is not con- 
sidered in valuing property subject to 
gift tax. Alice S. Paolozzi, 23 T.C. No. 25, 
Oct. 29, 1954. 


REVENUE RULINGS 


Income Tax: Trust can deduct gain on 
sale of trust property in year of final 
distribution. Decedent created trust pro- 
viding for sale of trust property and 
distribution to remaindermen upon the 
death of the income beneficiaries. In 1951 
life beneficiary died and trustees sold en- 
tire trust property realizing long-term 
capital gain. Partial distribution to re- 


maindermen was made in 1951 and final 
distribution in 1952. 

Service rules that capital gain is 
treated as income even though it may 
be principal for state law purposes. Sec. 
162 of 1939 Code allows trust to deduct 
income which is currently distributable 
to beneficiaries whether actually paid or 
not. Trust provided that proceeds be 
distributed to beneficiaries upon sale of 
trust property by trustees. Thus, pro- 
ceeds were distributable in 1951, year of 
sale, and resulting gain was deductible 
by trustees and taxable to beneficiaries 
in 1951, regardless of fact that final 
distribution was not made until the year 
1952. Rev. Rul. 54-503, LR.B. 1954-45, 
p. 35. (Please turn page) 
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Gift Tax: Gift, in trust, of remainder 
interest qualifies for marital deduction. 
Husband created trust providing for pay- 
ment of one-third income to son for 12 
years. Balance of income was to be ac- 
cumulated and principal and accumulated 
income will be distributed outright to 
wife at end of 12-year period. There is 
no gift over of wife’s interest if she dies 
before distribution of trust. 


Service rules that value of two-thirds 
of trust property and one-third remain- 
der interest qualifies for marital deduc- 
tion for gift tax purposes under Sec. 
1004(a)(3)(A) of 1939 Code. Regula- 
tions (Sec. 86.16a (e)) provide that re- 


mainder interest will qualify for marital 
deduction if value of such interest would 
be taxable in wife’s estate if she died 
prior to distribution of trust. Since wife 
possessed indefeasibly vested interest, no 
part of such trust property passes to a 
person other than the donor’s spouse and 
the gift qualifies for marital deduction. 
Rev. Rul. 54-470, LR.B. 1954-43, p. 23. 


Income Tax: Claim for refund by one 
co-executor. Service rules that claim for 
fund of overpaid taxes executed by only 
one co-executor will be acceptable if claim 
is otherwise properly filed under Sec. 322 
of 1939 Code. Rev. Rul. 54-468, 1.R.B. 
1954-43, p. 23. 








WHEN DEATH VALLEY SCOTTY 
MADE HIS RECORD RUN... 


In July, 1905, when Death 
Valley Scotty’s special train 
made the trip from Los Angeles 
to Chicago in the record time 
of 44 hours, 54 minutes—this 
Bank was already conducting 
a Trust Service for Southern 
Californians. 
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Head Office: Sixth and Spring Sts. 
Telephone MUtual 0211 






Gift Tax: Gift held to be complete 
where stock certificate delivered. Priory 
ruling held that gift of stock was incom. 
plete until stock is transferred on books 
of corporation. In that ruling transfer on 
corporate books was first instance that 
donor terminated his dominion and con- 
trol. 


Service rules, however, that where 
stock certificate is endorsed to donee and 
delivered to donee or his agent, gift is 
complete upon delivery of the certificate, 
Particular circumstances of each case will 
control time when donor is considered to 
have relinquished dominion and control 
over property. Special Ruling, October 
8, 1954. 


A AA 


STATES FACE TAX LAW CHANGES 
TO FOLLOW NEW FEDERAL CODE 


Lawmakers of the states which im- 
pose income taxes will probably be seek- 
ing in the 1955 sessions to bring their 
tax measures in line with changes in the 
1954 Internal Revenue Code, according 
to Commercial Clearing House. The 
statutes in 22 states and the District 
of Columbia have substantial similarities 
in corporation or individual income tax 
provisions or both. Idaho, Kentucky and 
Utah, with exceptions, tax personal net 
income subject to federal taxes. 

The now obsolete 5% floor under medi- 
cal deductions, changed to 3% in the 
1954 Code, is on the books in Alabama, 
Delaware, District of Columbia, Georgia, 
Iowa, Maryland, Missouri, New York, 
North Carolina, Oregon, South Carolina 
and Virginia. The old 3% rule for tax- 
ing annuities is still in effect in the Dis- 
trict of Columbia, Georgia, Kansas, 
Louisiana, Missouri, New York and North 
Carolina. 


While the U. §. federal tax law usually 
sets the pace, the states are not always 
followers. Arizona and Georgia passed 
a tax credit for working mothers before 
it was written into federal law. 


A. &A.& 
ESTATE PLANNER’S DAY 


The Bergen County (N. J.) Bar and 
Corporate Fiduciaries Associations joint- 
ly sponsored their first annual Estate 
Planner’s Day on December 1 at Rochelle 
Park, with Chief Justice Arthur T. Van- 
derbilt of the State Supreme Court as a 
featured speaker. 


Dealing with some of the estate and 
gift tax implications of the new Revenue 
Code, a panel of experts was presided 
over by Samuel L. Zeigen, member of 
the Bar and a chartered life underwriter. 
Participating were Frank W. Burr, sec- 
ond vice president of Chase National 
Bank of New York, David Stack, New 
York C.P.A. and attorney, and Albert 
Mannheimer and Albert R. Dworkin of 
the New York Bar. 
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AssETS — Administration — Execu- 
tor of Wife’s Estate Has Cause of 
Action for Wrongful Death Against 
Estate of Husband Who Murdered 
Her 


Washington—Supreme Court 
Johnson v. Ottonmeier, 145 Wash. Dec. 391. 


Antone Ottomeier murdered his wife, 
Anna, and then committed suicide. Mamie 
Ottomeier was appointed executrix of 
each estate. Gordon Johnson, a surviving 
son of Anna, petitioned the Court to re- 
move Mamie as executrix of Anna’s 
estate, and to appoint him administrator 
with the will annexed, so that an action 
might be brought on behalf of Anna’s 
estate against Antone’s estate for wrong- 
ful death. The Trial Court dismissed the 
petition. 

HELD: Reversed. The defense that the 
wife cannot sue her husband for a tort 
committed against her person during 
coverture is not available to the husband’s 
estate under the rule that the defendant, 
in an action for wrongful death, is en- 
titled to the benefit of all defenses he 
would have had to an action by the de- 
ceased had she lived. The exclusionary 
rule mentioned has no application to de- 
fenses based upon personal disability to 
sue, as distinguished from defenses which 
inhere in the tort, or which are based 
upon decedent’s course of conduct after 
the injury and before the death. The 
wife’s personal disability to sue her hus- 
band necessarily disappears with her 
death, and hence is not transferable to 
her personal representative, who had a 
new cause of action. 


BENEFICIARY RELATIONS — Prohibi- 
tion against Marriage in Certain 
Faith Is Valid Condition on Be- 
quest 


Oregon—Supreme Court 


United States National Bank v. Snodgrass, 59 
Ore. Adv. Sh. 271. 


The will provided for a trust of 
$15,000, or one-half of the residue if the 


residue exceeded $30,000, out of the net 
income from which $50 per month was to 
be paid to testator’s daughter Merle until 
she attained the age of 18 years, then 
$75 per month until she attained the 
age of 25 and all of the net income there- 
after until she attained the age of 32, 
when the trustee was authorized to pay 
the whole of the trust fund to her “pro- 
vided she shall have proved conclusively 
to my Trustee and to its entire satis- 
faction that she had not embraced, nor 
become a member of, the Catholic faith 
nor married to a man of such faith.” If 
the daughter became ineligible to receive 
the trust fund the will made provision 
for distribution to collateral relatives of 
the testator. 


The testator died in 1942. Merle be- 
came 32 years of age in 1951. In 1944 
she had married a member of the Catholic 
faith and at that time she knew of the 
provisions in her father’s will. The trial 
court held that the conditions of the be- 
quest to Merle were valid and binding 
upon her and authorized distribution of 
the trust to the contingent beneficiaries. 


HELD: Affirmed. This is a case of first 
impression in Oregon. There are no re- 
strictions in either the Federal constitu- 
tion or the State constitution which pro- 
hibit an individual from making such a 
testamentary provision. Following the 
majority of states, this is not an un- 
reasonable restriction upon marriage. 


CHARITABLE TRUSTS — Consolidation 
of Beneficiary with Another Insti- 
tution Nullifies Legacy 


Pennsylvania—Supreme Court 
Leffman Trust, 378 Pa. 128. 


In 1915, settlor created a trust in 
which he directed the income be paid 
to him for life and then to his wife for 
life and after the death of both in three 
equal shares to the Wagner Free Insti- 
tute, the Franklin Institute and the Jew- 
ish Hospital. He further provided that 
if any of these institutions should cease 
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to have a separate corporate existence, 
the income should be paid to those which 
continued to have a separate corporate 
existence. The wife died in 1929 and the 
settlor in 1930. 


In 1952 the Jewish Hospital consoli- 
dated with two other hospitals and the 
consolidated corporation was named the 
Albert Einstein Medical Center. Under 
the Non-Profit Corporation Law of 1933, 
the separate existence of the constituent 
corporations ceases on consolidation, but 
gifts to the constituent corporations in- 
ure to the consolidated corporation. The 
lower Court held that since the Jewish 
Hospital had ceased to have a separate 
corporate existence, its share of the in- 
come must be paid to the two remaining 
institutions. The provision in the Act 
saving such gifts was not controlling be- 
cause the Act was passed after the date 
of the Deed and after the death of 
settlor. The Medical Center appealed. 


HELD: Affirmed on the opinion of the 
lower Court. 


CLAaImMs — Widower Not Entitled to 
Reimbursement for Expenses of 
Last Illness 


Arkansas—Supreme Court 
Barry v. Brittain, 268 S.W. (2d) 12. 


Mrs. B left a will that provided for 
her husband, to whom she had been mar- 
ried for almost a quarter of a century. 
Her husband filed with the executor a 
claim for $5146 for reimbursement of 
payments personally made covering doc- 
tor bills, medicines, nurses and hospi- 
talization items. The claim was disal- 
lowed by the executor, but approved by 
the probate Court with an order. direct- 
ing payment. 

The will directed that “all just debts 
which I may owe, including the expenses 
of my last illness and of my burial, be 
paid.” 

HELD: Reversed. The decedent was 
not liable for the debts, but instead, her 
husband was liable at the time of her 
death. Therefore the claim could not be 
paid from her estate. The quoted pro- 
vision expressed no intent that the estate 
should pay her surviving husband 
amounts expended during her last ill- 
ness. 


CLaims — Estate Not Liable for 
Rent under Lease after Expiration 
of Statutory Period 


Colorado—Supreme Court 
Lieber v. Sherman, decided Sept. 20, 1954. 


At the time of his death on March 17, 
1952, the decedent was the lessee un- 
der a business lease of premises, the lease 
commencing December 1, 1949 and expir- 
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ing December 1, 1954. Upon decedent’s 





widow, son and daughter. Three trustees 


their issue could be found or should come 


death, executors took possession of the were appointed, of whom only one, the to America to claim their legacies within simp! 
leased premises and continued the busi- widow, remained in office at the time the five years following his death, then their | *™™ 
ness of the decedent and continued to pay account in question covering the calendar respective legacies should be paid over for d 
the monthly rent until January 1953, at year 1951 was filed. The other two trus- to them. Otherwise his entire estate was PERI 
which time the executors vacated the tees then in the office were formerly busi- left to charitable organizations. of 
premises and refused to pay further rent. ness associates of testator. Book value of The administrator c.t.a. of the estate 
Under statute, all claims, including un- the trust estate was about $2,250,000 ; sent notices of the legacies to the re- 
matured and contingent claims, must be trustees estimated value, over $4 mil- spective Russian beneficiaries and made Th 
filed within six months of the issuance lion. The court allowed $7,500 compensa- merous attempts to contact or locate | 1995 
of letters. Second class claims (expenses tion to each of the three trustees. The them, all without success, The admin- oA 
of administration) need not be filed with- daughter appealed. istrator was advised by the United States z oe 
m os months. The six months of filing HELD: Order of Superior Court fixing officials that the Russian Government [iho , 
claims expired December 13, 1952, and no fees affirmed. Allowance of fees is in dis- discouraged communications with the out. | ime 
claim for the future instalments of rent cretion of trial court and will not be dis- side world and that further efforts to : if 
was filed within that period. turbed in absence of abuse. Income (here communicate with Russian nationals a I 
HELD: The estate is not liable for the $75,000) is only one factor in allowance might jeopardize their welfare and safe- and : 
unpaid instalments of rent under the of fees. Allowance of the same compen- ty. Accordingly, the administrator filed as 
lease. The rent due for the unexpired’ sation to the widow as to the other trus- this action to determine whether the daug 
term of the lease was not an expense of tees is not improper as long as total estate should be finally distributed to the estat 
administration (second class claim), and, fees allowed are not unreasonable. charitable organizations. The Chancellor nd | 
therefore, had to be filed within six Compensation received by trustees as Ordered the distribution of the estate to J sions 
months from the date of issuance of let- directors or officers of corporations in the charitable trusts. Upon appeal by self.” 
ters. Not having been filed within the which the estate had an interest was the guardian ad litem for the unknown 
statutory period, the claim for rent is proper, there being no proof that it was beneficiaries, the Court of Appeals re- Png 
forever barred. in excess of proper compensation for the versed. Fred 
services rendered. HELD: Opinion of the Court of Ap- intes 
COMPENSATION — Effect of Com- — F peals affirmed. The provision for delay sole 
pensation Allowed Trustees in DISTRIBUTION — Provision Delay ING of distribution for five years is entirely wn 
Other Capacities Payment of Legacies Pen ding Lo- reasonable. Testator must have known eg 
California—Supreme Court cat ion of Foreign Beneficiaries Sus- of the difficulties likely to be encountered petui 
Estate of McLaughlin, 43 A.C. 471 (Oct. 15, tained by his administrator in locating the Rus- Mary 
jana annulling ag are ae Court of Tennessee—Supreme Court sian beneficiaries. There is no prohibi- } },;, 
ns atges orange Amen dene eunateamad .Hamilton National Bank v. Touriansky, 271 tion on the part of the United States her 
: P oS Government concerning the transfer of | fom 
Will created a trust for testator’s Testator was a native of Russia but funds to Russian citizens, and there is | Tho 
had become a naturalized citizen of the no possible prejudice to any beneficiary by tl 
United States and had lived in Tennessee by the delay of five years. Vogt 
for many years prior to his death. He The testator’s intentions should be car- J ang |; 
66 Hl th left portions of his estate to certain char- ried out if at all possible and no reason 
OW ¢ ities and the remainder to his brothers is shown for not enforcing the pro- HI 
and sisters or their issue, all of whom visions of his will. If further efforts to rule 
Tax Laws Can lived in Soviet Russia. The will provided locate the beneficiaries endanger their od 
that if testator’s brothers and sisters or personal security, then the fund can as 
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simply be held in accordance with the 
terms of the will until the proper time 
for distribution arrives. 







PERPETUITIES — Trust Not Violative 


of Rule 
Oregon—Supreme Court 


Heilig v. Daniel, 59 Ore. Adv. Sh. 305. 


The will of Mary C. Vogt who died in 
1935 provided that the trustees there- 
under should use as much of the estate 
as necessary for the proper support of 
the daughter, Lucille, during her life- 
time. Upon the death of the daughter one- 
half thereof was to go to the “heirs of 
her body or the survivors of them share 
and share alike.” If there were no sur- 
vivors of the heirs of the body of the 
daughter, the remaining portion of the 
estate was to be divided equally, share 
and share alike, among the “blood rela- 
tions of my deceased mother and my- 
self.” 


Lucille died intestate without issue in 
1951 and was survived by her husband, 
Fred, as her sole heir at law. Fred died 
intestate in 1952. The appellant, Fred’s 
sole heir, as an individual and as ad- 
ministrator of his estate, claimed that 
the trust violated the rule against per- 
petuities and that the entire estate of 
Mary Vogt passed to Lucille as her sole 
heir and upon the death of Lucille to 
her husband as sole heir and in turn 
from him to the appellant as sole heir. 
The claim of the plaintiff was opposed 
by the trustees of the estate of Mary 
Vogt and by a large group of her heirs 
and relatives. 

HELD: The will did not violate the 


rule against perpetuities. The trust did 
not provide for the benefit of anyone 















































S other than Lucille or for any period of 


time beyond her death. The trust ended 
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at her death. Inasmuch as Lucille left 
no heirs of the body, the residue of the 
trust was properly distributable and 
there was no further uncertainty as to 
remaindermen. The blood relations living 
at the time of the death of Lucille are 
sufficiently defined as a class of remain- 
dermen under the well recognized rule 
of law. 


PowErRs — Limitations — Trustee 
Ordered to Cancel Lease Extend- 
ing Beyond Duration of Trust 


Tennessee—Supreme Court 

Nashville Trust Co. v. Lebeck, 270 S.W. (2d) 

470. 

Testamentary trustees entered into a 
long term lease of valuable rental prop- 
erty. Because the lease would probably 
extend beyond the life of the trust, and 
there was doubt as to the power of the 
trustees to enter into such a lease, the 
trustees applied to the Chancery Court 
(1) for a determination as to their 
power to make the lease, and (2) for 
court approval and ratification of the 
lease if the court should determine that 
same was beyond the power of the trus- 
tees under the terms of the wills. 


Guardians ad litem for incompetent 
remaindermen filed a cross bill stating 
that the present tenant of the property 
had made an offer to lease the premises 
which was superior to the lease agree- 
ment entered into by the trustees. The 
guardians requested that the court ap- 
prove this second lease. The Chancellor 
concluded that the trustees lacked au- 
thority to enter into a lease extending 
beyond the probable duration of the 
trust, and that court approval of a long 
term lease was required. He found the 
renewal lease offered by the present ten- 
ant superior to the agreement made by 
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the trustees and ordered the trustees to 
accept that lease. The Court of Appeals 
reversed. 


HELD: (3-2) Court of Appeals re- 
versed and Chancellor affirmed. The ma- 
jority of the Supreme Court felt that the 
trustees could not make a lease extend- 
ing beyond the life of the trust without 
court approval. Having submitted them- 
selves to the jurisdiction of the court 
and having sought its guidance and ap- 
proval, they are bound by its determina- 
tion that the renewal lease is superior to 
the other lease, and that it is for the 
best interests of the beneficiaries that the 
renewal lease be executed. The Chancery 
Court has inherent jurisdiction over ad- 
ministration of trusts and estates of in- 
competents and must protect their inter- 
ests. 


The dissenting justices felt that the 
trustees did have power to execute the 
lease, but even if they did not, the duty 
of the courts was simply to approve or 
disapprove the lease executed by the 
trustees, not to compel them to enter into 
a new and different agreement. The testa- 
tors left the leasing of their property 
to the discretion of the trustees, not to 
the courts.” These justices felt that the 
effect of the majority opinion was to 
mandamus the trustees into discarding 
a lease made by them and into signing 
an entirely different agreement, of which 
neither they nor the life tenants of the 
property approved. 
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PoweErRs — Limitations — Undivided 
Loyalty Fiduciary Absolved 
Where Testator Must Have Real- 
ized Possible Conflict of Interests 


™, Pennsylvania—Supreme Court 
Pincus Estate, 378 Pa. 102. 


Testator died in 1949 and his will 
placed his residuary estate in trust for 
his wife, son and daughter and named 
his nephew and his attorney as execu- 
tors, trustees and guardians of the minor 
son, with further provision for his son 
to become a co-executor and co-trustee 
when he attained age 21. The assets of 
the trust consisted of a 25% interest in 
a clothing manufacturing business, in 
which the remaining interests were 
owned equally by the two brothers of 
testater, and an equal interest with the 
two brothers in retail clothing stores and 
in certain real estate. The stock of the 
manufacturing company was subject to 
a restrictive agreement limiting trans- 
fer to the brothers and their families. 


After testator’s death, the two brothers 
of testator exchanged their holdings so 
that one became the majority owner of 
the manufacturing company and the 
other acquired control of the retail stores. 
The nephew participated in these ex- 
changes as beneficiary and trustee of a 
trust established by his father. The 
widow and children of testator com- 
plained to the lower Court that the 
nephew had violated his duty of loyalty 
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to them in that he tot only personally 
benefitted but the exchange caused a 
detriment to the estate by  liminating 
the possibility of the estate combining 
with another interest to acquire control, 
thus depreciating the market value of 
the estate’s interest. They also com- 
plained that the other executor knew of 
the exchange but made no effort to pre- 
vent it. 


The lower Court held that since testa- 
tor must have known of the nephew’s 
position and the possibility of a con- 
flict of interest, the evidence must show 
bad faith on his part before he can be 
compelled to rescind the exchange or be 
surcharged for his part in it. There is 
no evidence of bad faith but solely a 
conflict of interest resulting from a situ- 
ation created by testator. Testator also 


knew that his attorney’s firm represented . 
' the brothers’ interests and was aware 


of a possible conflict. The evidence dis- 
closes that the attorney took every rea- 
sonable step to protect the estate and 
promote its interests. The widow and 
children appealed. 


HELD: Affirmed on the opinion of the 
lower Court. 


REVOCATION — Will Impliedly Re- 
voked Upon Divorce and Remar- 
riage of Wife Accompanied by 
Property Settlement 


Tennessee—Court of Appeals (Western Section) 
Rankin v. McDearmon, 220 S.W. (2d) 660. 


Testator and his wife had been mar- 
ried for some 23 years when she obtained 
a divorce from him in 1944. She remar- 
ried in 1946. In connection with the di- 
vorce, there was a property settlement. 
Testator died in 1948 and two wills were 
found among a group of old and worth- 


less papers. The first of these, written in 
1931, was expressly revoked by the sec. 
ond, which was written in 1938. Under 
the latter document, practically all of 
testator’s estate was left to his wife, 
The administrator of decedent’s estate 
filed the present action for a determina- 
tion as to whether the second will was 
impliedly revoked under the circum. 
stances stated above. The Chancery Court 
held that the will had been revoked as 
a matter of law. 


HELD: Affirmed. There is no statute 
in Tennessee upon the revocation of wills, 
At common law, however, the doctrine 
of implied revocation has been firmly 
established in Tennessee. For example, 
the marriage of testator and birth of 
children occurring after the execution 
of his will effect a revocation thereof, 
Likewise, a large number of authorities 
accept the view that a divorce accom- 
panied by a property settlement effects 
an implied revocation of a will of one 
spouse in favor of the other. 

The facts of the present case are con- 
sistent with such implied revocation, and 
the rule is adopted that upon the hap- 
pening of a divorce and property settle- 
ment there is a conclusive presumption 
of a revocation. Neither words nor let- 
ters of testator subsequent to the divorce 
decree will be admissible to refute the 
presumption, unless accompanied with 
sufficient formalities to republish the will. 


REVOCATION — Will Revoked by 
Marriage not Republished by Codi- 
cil 

California—District Court of Appeal 


Estate of Challman, 127 A.C.A. 879 (Oct. 5, 
1954). 


Will, dated June 2, 1948, contained a 
legacy of $250 to Helen Dollinger, residue 
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to an adopted son, George. In 1949, 
testator married Helen Dollinger. In 1950 
he attempted to revise the will by inter- 
lineation, adding Helen as a residuary 
legatee with George. The interlineation 
was legally ineffective. On the same day 
he wrote, dated and signed an additional 
clause, held to be a valid codicil, the effect 
of which was contended by the adopted 
son to be a gift of some $600 to Helen. 
George appealed from a decree giving 
Helen an intestate share in the estate. 

HELD: Affirmed. The 1948 will was 
revoked by marriage. (Probate Code 
§70). 

Circumstances showed that the republi- 
cation of the will by the 1950 codicil was 
intended to be conditioned on effective- 
ness of changes attempted to be made by 
testator. It having been determined that 
the interlineations were ineffective for- 
purposes of providing for the widow, she 
took a share as in case of intestacy. 


SPOUSE’S RIGHTS — Business Assets 
— Widow May Not Elect Against 
Will Though Assets are Principally 
in Estate Corporations and Rein- 
vestments Are Limited to U. S. 
Bonds — Duties of Trustees in 
Management of Estate Corpora- 
tions 


New York—Surrogate’s Court, Queens Co. 
Matter of Shupack, N.Y.L.J., Nov. 9, 1954 


The decedent bequeathed to his widow 
$2,500 outright and the income from one- 
third of his residuary estate, consisting 
mainly of stock of corporations wholly 
owned by him. The trustee was em- 
powered to retain the assets left by the 
decedent; was given broad administra- 
tive powers (including the right to de- 
termine principal and income questions) ; 
and was exonerated from personal lia- 
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bility in the management of the business 
and property in the trust. As to new in- 
vestments, the trustee was limited to 
U.S. bonds. 

The widow contended that the court 
lacked power to intervene in the in- 
ternal management of the corporations 
and therefore the trustee could, by 
manipulating the corporate assets and 
accounts, withhold moneys to which she 
ordinarily would be entitled; that limit- 
ing new investments to low interest bonds 
would deny her adequate income; and 
therefore she was entitled to elect to 
take her intestate share against the will, 
under Decedent Estate Law. Sec. 18. 


HELD: (1) The widow is not entitled 
to claim against the will. Although there 
are decisions declaring that the Surro- 
gate’s Court can not intervene in the 
internal affairs of a corporation, such 
eases governed the relative rights of 
principal and income beneficiaries. The 
enactment that created the right of elec- 
tion also gave the Surrogate’s Court 
such power as might be necessary to 
protect the surviving spouse. The Surro- 
gate’s Court would not be powerless to 
control a trustee who held all the stock 
of a corporation and who sought to give 
the surviving spouse less than the secur- 
ity or minimum portion contemplated by 
the Legislature. A testator whd wished 
to limit investments to U. S. bonds was 
not precluded from doing so by D.E.L. 
Sec. 18, and the Court has no authority 
to rule otherwise, even though that 
might work hardship on occasion. 


(2) Although the trustee was em- 
powered to retain the stock of the cor- 
porations, the will did not show that the 
testator intended the fiduciary to inter- 
fere with the officers and directors of 
the business corporations; and to per- 

















- whether her distributive share of her late 








mit or direct the fiduciary to do so would 
be unjust to him because, absent testa- 
mentary provision therefor, he could not 
receive additional compensation for such 
services. As to the business corporations 
the fiduciary’s duty was to (i) assert 
the interests of the trust beneficiaries, 
(ii) keep abreast of corporate develop- 
ments, (iii) protect the investments. 


The real estate corporations were to 
be dealt with differently however. The 
will contained extensive administrative 
powers concerning realty. Such pro- 
visions showed an intent that the fidu- 
ciary, and not anyone else, should have 
plenary managerial control over the real 
estate corporations; and such services 
would be compensable under Surrogate’s 
Court Act Sec. 285a(7). 






































SPOUSE’S RIGHTS — Widow’s Distrib- 
utive Share Computed After De- 
duction of Federal Estate Tax — 
Marital Deduction Irrelevant 












Michigan—Supreme Court 
Moorman v. Moorman, 340 Mich. 636. 







Plaintiff filed a petition to determine 









husband’s intestate estate should be com- 
puted before or after the deduction of the 
Federal Estate tax. She contended that 
only by computing her share before de- 
ducting Federal Estate tax would the 
purpose of the marital deduction granted 
by Federal statute be given effect, and 
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since her distributive share, i. e., her one- 
third, was less than her marital deduc- 
tion she should not be called upon to 
share any part of the Federal Estate tax 
but on the contrary such tax should be 
borne by the decedent’s children whose 
bequests contribute to the tax burden in 
the same manner as if Michigan had a 
tax proration law to this effect such as 
is provided by the statutes of many other 
States. 

The lower court held against the con- 
tention of the widow with the result that 
her distributive share was computed after 
deduction of the Federal Estate tax. 


HELD: Affirmed. The statutes of de- 
scent and distribution are created by the 
Legislature and the Legislature, in exer- 
cising its prerogative, has specifically 
declared that the Federal Estate tax 
shall be considered as a charge against 
the gross estate in determining the net 
estate in order to determine the residue, 
and since the widow’s right is to one- 
third of such residue under the laws of 
descent and distribution of Michigan, it 
follows that the widow’s distributive 
share should be computed after the de- 
duction of the Federal Estate tax. 


TAXATION — Estate & Inheritance — 
Exemptions — Requirement of In- 
defeasible Vesting 

New York—Surrogate’s Court, Queens Co. 
Matter of Griffin, N.Y.L.J., Nov. 24, 1954. 


The decedent bequeathed a life estate 
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“ive PHILADELPHIA NATIONAL BANK has 
outstanding facilities for keeping in close and 
constant touch with business and economic 
trends across the nation and around the world. 


The Philadelphia National — through its 
Trust Department — offers the benefit of 
these unusual facilities to its Investment Man- 
agement and Trust customers. 


These services are available throughout the 
Greater Philadelphia area. 


TRUST DEPARTMENT 


THE 
PHILADELPHIA 
NATIONAL BANK 


Organised 1803 
PHILADELPHIA 1, PA. 
The number one bank in Philadelphia in more ways than one! 
Member Federal Deposit Insurance Corporation 


in all her property to her husband, re- 
mainder to her children. It was pro- 
vided, however, that if her husband re- 
married he was to receive only the 
share he would have taken had she died 
intestate. 


HELD: The estate is not entitled to 
an exemption for the widower under Tax 
Law, Sec. 294a. No part of the estate 
is indefeasibly vested in the widower — 
the gift of income is lost upon remar- 
riage, and the gift of the intestate share 
is contingent upon remarriage. 


WILLs — Construction — Legacies 
Held Specific and Adeemed 


California—District Court of Appeal 


Estate of Sullivan, 128 A.C.A. 174 (Oct. 18, 
1954). 


Testator’s holographic will left 


“all my holdings personal and real, to my 
wife Charlotte L. Sullivan. Except I want 
to will or give to each of my douthers (sic) 
Harriet, & Clarabelle & Thula, $2,000.00 
each. The money to be raised by sale of 
the SE % of Sec. 26, Twp. 7 N Rg. 10 
W or they may have the deed to settle 
same. My wife Charlotte is to have the 
right to sell anything else to finish im- 
proving the % interest I have in the NE 
% of Sec. 2 7 N Rg. 10 W so that the 
income should keep her. No lawyer or 
court is to misconstrue my intentions due 
to any technicality that may be wrong in 
this.” 









The property first described was dis. 
posed of by testator before his death, 
The trial court: distributed the entire 
estate to the widow. The daughters ap. 
pealed. 


HELD: Affirmed. The land being desig. 
nated as the exclusive source for pay. 
ment of the legacies, the gifts were 
specific rather than demonstrative and 
were adeemed by sale of the land during 
testator’s lifetime. 


The Court does not pass upon the ef. 
fect, if any, to be given to the concluding 
sentence of the will. 


WILLs — Probate — Foreign Will 
Properly Probated in Another State 
Not Subject to Contest 


Tennessee—Supreme Court 
Robertson v. Robertson, 270 S.W. (2d) 641. 


Testatrix died in Maryland in 1941, 
and her will was properly probated in 
that state. No contest of the same was 
filed for more than seven years. In 1948, 
the will was probated in Tennessee as a 
foreign will, the testatrix being the owner 
of real property located in Tennessee. 
Petitioners sought to contest the will on 
the ground of mental incapacity of the 
testatrix. The Probate Court overruled 
a demurrer filed by the executor and 
sustained the right of the petitioners to 
contest the will. 


HELD: Reversed. The Tennessee Code 
permits any interested person to contest 
the validity of a foreign will insofar 
as real estate is concerned “in the same 
manner and time limit as though it had 
been originally presented for probate...” 
in Tennessee. The time limit for a will 
contest under Tennessee law is seven 
years after probate. The foregoing 
statute, however, has always been con- 
strued by the Tennessee courts to apply 
only to wills which were unprobated in 
other jurisdictions. If the will has been 
properly probated in another state, and 
probate there has become final, the will 
is not open to contest in Tennessee. 
Further, in this case the doctrine of 
laches would bar the petitioners even if 
they had a right to make a contest. 


WILLs — Probate — Post-Testamen- 
tary Statement of Testator to 
Show Intention in Tearing Will is 
Admissible 


United States—Court of Appeal, D. of C. 
Savoy v. Savoy, decided Nov. 4, 1954. 


Testator’s will, when offered for pro- 
bate by his widow and principal benefi- 
ciary, had been torn into two pieces and 
then joined by scotch tape. Appellees, 
testator’s two brothers, filed a caveat al- 
leging revocation. Prior to _ testator’s 
death, marital difficulties had arisen be- 
tween him and his wife, which were un- 
resolved at the time of his death. One of 
the issues submitted to the jury was 
whether the tearing of the will was ac- 
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cidental or whether it was accompanied 
by an intent on the part of the testator 
to revoke. 


The widow testified that the will be- 
came torn accidentally during the 
course of an argument, and that the 
testator had no intention to revoke it. 
She offered the testimony of a witness 
to show that after the will had been torn, 
and several months prior to his death, 
the testator had asked the proffered wit- 
ness to intervene with his wife to take 
him back. At tha: time, he stated that he 
had left all his property to his wife and 





wanted his brothers to have nothing. This 
testimony was excluded, and the jury 
found that testator had revoked his will. 
The widow appealed. 


HELD: Reversed. The testimony of- 
fered by the widow was relevant to aid 
the jury in determining whether or not 
the tearing was intended as a revoca- 
tion inasmuch as the widow’s version as 
to how the will became torn left in doubt 
the state of mind accompanying the act. 
The proffered statement also evidenced 
that the condition of the will was not due 
to action intended by the husband to 


bring about a change in his beneficiaries. 
It was indicative of the absence of 
animo revocandi, 


The appellate court disposed of ap- 
pellees’ contention that the proffered 
statement was hearsay on the ground 
that the testimony was not offered to 
show the tearing but tendered merely 
to show testator’s state of mind when the 
will was torn. Having found that the 
proffered testimony was relevant and 
competent, the court concluded that it 
was material and therefore, its exclusion 
by the lower court was error. 





TOPICAL INDEX TO VOLUME 93: 1954 


1- 72 January 


73-168 February 


169-352 March 
353-432 April 


ACCOUNTING 


Court & Private 


Accountability of Trustees of Charitable Trusts 
—Analysis of Proposed Uniform Law— 
James O. Wynn—938 

Practices and Compensation Approved—Minn. 
—507 

Provisions in Trust Indenture for Settlement 
of Trustees’ Accounts by Settlor Alone are 
Effective as Against Remaindermen—Sett- 
lor’s Approval Blocks Trustees’ Application 
for Judicial Settlement—N. Y.—1058 


Internal 
Trust. Accounting and Auditing—Herbert S. 
Croft (concluding installment)—53 
Trust Department Controls and Audit Proce- 
dure—Francis E. Whitmer—1135 


Relations 
The CPA’s Role—Arthur B. Foye—329 


ASSETS 


Administration 

Ancillary Administration — Improvement in 
Probate Procedure—Edward B. Winn—915 

Appointment of Nominee of Widow Whose 
Marriage .was Attacked Upheld—Ky.—819 

Cemetery Association Competent Trustee— 
Neb.—161 

Collector May be Appointed to Protect Assets 
of a Non-resident Decedent—D. C.—507 

Directions for Administration of Testamen- 
tary Trust in }". Y. Prevents Removal of 
Funds to Another State—N. Y.—68 

Executor of Wife’s Estate Has Cause of Ac- 
tion for Wrongful Death Against Estate of 
Husband Who Murdered Her—Wash.—1149 

Failure of Corporation to Transfer Stock to 
Trustees Does Not Deprive Him of Voting 
Rights—Texas—740 

Holder of Controlling Interest in Corporation 
May Permit Use of Corporate Income to Pay 
Amortization on Mortgage on Corporate 
Realty—N. Y.—424 

Liquor License Transferred to Surviving 
Spouse is Not Estate Asset—Pa.—68 

Mechanical Aids of Most Value to Trustees— 
T&E Study—716 

Oil and Gas Interests in Decedent’s Estates— 
Joseph W. Morris—890 

Person Filing Petition for Administration 
May Not Change Form—Mass.—507 

Pitfalls in Trust Practice—Avoiding Traps in 
Drafting and Administration—Edward C. 
King—364 

Probate Judge’s View of Estate Administra- 
tion—Russell Z. Johnston—192 

Simplification of Security Transfers by Fidu- 
ciaries—Alfred F. Conard—953 

Tort-Uous Path of A Fiduciary—Liability 
With and Without Fault—Hon. Victor R. 
Hansen—766 

Trust Record System Performs Well—717 

Business 
— Interests in Estate Planning—Forum 
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433-512 May 
513-600 June 
601-672 July 
673-744 August 


Court Order Not Required to Permit Continua- 
tion of Business Under Non-intervention 


Will—Statute Requiring Filing of Claims 


Cannot be Waived—Wash.—161 

Handling Business in ‘Trust—Panel: 
Planning Before Acceptance—Clarence D. 
Cowdery—105 ; 
Legal Aspects—Jos. Trachtman—106 
When the Fiduciary Takes Over—Arthur B. 

Pfleiderer—107 
“Extra Compensation”—Aurie I. Johnson— 
109 

Question Period—110 

Modern Trust Contributions to the American 
Business Man—Basil S. Collins—296 

Option to Buy Deceased Stockholder’s Stock 
Not Testamentary Nor Subject to Attack by 
Surviving Spouse—N. Y.—594 

Redemption of Stock—New Rules to Meet 
Death Taxes and Expenses—Stcphen T. 
Dean & John B. Leake—772 

What to Do About a Business—Planning Be- 
fore and After Death for Sale or Retention 
—Arthur B. Pfleiderer—1i1010 

Widow May Not Elect Against Will Though 
Assets are Principally in Estate Corpora- 
tions and Reinvestments are Limited to U. 
S. Bonds — Duties of Trustees in Manage- 
ment of Estate Corporations—N. Y.—1153 


Protection 


Trust Department Self-Control—E. R. Keiter 
—287 


ASSOCIATIONS & SCHOOLS 

American Bar Association—Proceedings of 
Probate & Trust Law Divisions—833 

Barclay Heads A.B.A. Trust Division—974 

Financial Public Relations Association Con- 
vention Highlights—Trust Business Develop- 
ment—834 

Freedom: A Revocable Trust—35th Mid-Win- 
ter Trust Conference Highlights—77 

Improving Stock Transfer Procedure—New 
York Stock Transfer Association—Joseph E. 
Williams—332 

Mid-Continent Trust Conference—Trust Bil- 
lions Protect Nation—982 

New York Trust Division Reports 
Progress—986 


Year of 


BANKING RELATIONS 
Bank Presidents View Trust Outlook—323 
Service to Bank Customers—Howard C. Peter- 
son—228 
“We Have Only Begun” to Serve—Everett D. 
Reese—178 


BAR RELATIONS 
Bank Enjoined from Drawing Wills and Repre- 
senting Itself in Fiduciary Proceedings— 
Ark.—1058 
Cooperation With Bar (T&E)—178 


745- 824 September 
825- 968 October 

969-1064 November 
1065-1160 December 


Estate Planning in Law Schools—James J. 
Lenoir—990 

In Common Determination to Serve the Bar 
and Corporate Fiduciaries—Edwin M. Otter- 
bourg—326 

Legal Advice by Insurance Company Counsel 
—98 

Who May Prepare Income Tax Returns—R.I. 
—£8 in 


BENEFICIARY RELATIONS 

Friend of the Family—Foster Parent, Coun- 
sellor and Confidante—Clyde H. Doolittle— 
239 

Letter From a Trust Wife—Grace W. Steph- 
enson—318 

Our Most Satisfying Achievement—Roundup 
of (Trust) Human Interest Stories—334 

Prohibition against Marriage in Certain Faith 
Is Valid Condition on Bequest—Ore.—1149 

Psychiatry—Facts for Trust Officers—Dr. Wil- 
liam C. Menninger—695 


CHARITABLE TRUSTS 


Acceptance—Cy Pres Not Applicable—Me.—594 

Accountability of Trustees of Charitable Trusts 
—Analysis of Proposed Uniform Law— 
James O. Wynn—938 

Bank-Administered Charitable Trusts Build 
Good Will—696 

Building a Better Country—Trusts for Com- 
munity and Youth of Tomorrow—Ralph 
Hayes—180 

Consolidation of Beneficiary with Another In- 
stitution Nullifies Legacy—Pa.—1149 

Modern Trusteeship as Patron of the Arts and 
Sciences—John W. Remington—242 

Powers and Duties of Attorney General—Cal. 
—964 

Restrictions on Gifts to Charity by Will— 
Waiver of Rights by Heirs—Cal.—161 

Terms May be Enforced by Another Charity 
Having Contingent Gift Over if First Char- 
ity Does Not Perform Properly—Principal 
and Income—Mass.—424 

Valid Testamentary Trust Created Although 
Its Operation Not Immediately Practicable— 
Cy Pres—Mass.—161 

Validity of Bequest to Foreign Charity—N. Y. 
—507 


CLAIMS 

Action for Pronerty Damage and Funeral Ex- 
penses Survives Decedent—Colo.—1059 

Beneficiary Barred by Laches After Acquiesc- 
ing in Known Breach of Trust—Tenn.—819 

Devise of Subsequently Encumbered Realty is 
Entitled to Exoneration from Estate—Ore.— 
594 

Estate Not Liable for Rent Under Lease after 
Expiration of Statutory Period—Colo.—1149 

Executrix Not Entitled to Reimbursement 
After Final Accounting—Kans.—-820 
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Libelous Matter of Will is Actionable—Ore.— 
424 

Nonclaim Statute is Only Limitation Applic- 
able to Claim Valid at Date of Death—Wash. 


—424 
Rights of Assignee for Value of Heir’s Inter- 
est—Cal.—425 


Statute of Limitations on Repudiation of 
Fiduciary Obligation—Kans.—740 

Widower Not Entitled to Reimbursement for 
Expenses of Last IlIness—Ark.—1149 


COMMON TRUST FUNDS 


Bonds in Common Trust Funds (listed)—Staff 


Study—630 

Common Funds Hold 591 Equities—Staff study 
—114 

Common Trust Fund for Group Profit Sharing 
—83 


Common Trust Fund Publicity—Opportunities 
and Cautions—T&E Review—1072 

Common Trust Funds in Retrospect & Pros- 
pect—George C. Barclay—1000 

Common Trust Funds reviewed by Bar Com- 
mittee—943 

“Cumulative” Savings and Trusts—Growth 
Related to Objective Accumulation Plans— 
Editorial—517 

Experience with Common Fund—Lincoln Na- 
tional Bank, Cincinnati—481 : 

521 Preferreds in Common Trust Funds—Staff 
Study—375 

Growth and Composition of 167 Common Trust 
Funds—Staff study—16 

Massachusetts and Federal Common Trust 
Fund—Regulations Compared—1032 

Mutual Trust Investment Company—New York 
Pioneers with Central Fund Open to Corpo- 
rate Fiduciaries—Charles W. Buek—574 

131 Years of Combined Trust Investment—The 
Best-Kept Trust Secret?—Philip F. McLel- 
lan—1026 


COMMUNITY PROPERTY 


How Expenses of Administration, Family Al- 
lowance Are to be Charged—Cal.—346 


COMPENSATION 


Administrator Allowed Extraordinary Com- 
pensation for Managing Ranch—New Mexico 
—425 

Attorney and Client—Statutory Presumption 
of Undue Influence—Cal.—740 

Attorney’s Fees in Probate—Survey of Present 
Varying Charges and Suggested Schedule— 
Vincent. Cullinan—13 

A Young Business with a Great Potential— 
Edit.—5 

Committee Does Not Waive Commissions by 
Failure to Take or Reserve Funds Therefor 
—New York—667 

Effect of Compensation Allowed Trustee in 
Other Capacities—Calif.—594 & 1150 

FDIC Reports Ten Year Gain of 94% in Trust 
Department Earnings—790 

Florida, N. Y., N. C., Oregon & New England 
Reports—988 

New England Trust Department Net Earnings 
Decline 6%—624 

Partner of Lawyer Acting in Fiduciary Capac- 
ity, Cannot Charge for Services in Both 

Capacities—D. of C.—741 

Testamentary Trustee’s Richt to Compensation 
Waived by Failing to File Annual Claim— 
Extraordinary Compensation Allowable—425 


Trustees’ Fees—Then and Now—William A. 
McRitchie—300 

Trust Fees (A.I.B. Highlight)—William C. 
Way—620 


Trust Net Earnings in 12th District—1076 


CONFLICT OF LAWS 


Law of Testatrix’ Domicile Governs Validity 
of Trust under Rule Against Perpetuities 
Even When Foreign Trustee is Designated 
and Trust is Valid under Law of Trustee’s 
Domicile—N.Y.—Kings Co.—508 

Situs of Trusts in Conflict of Laws—C. Alex- 
ander Capron—878 


CORPORATE TRUSTS 


Improving Stock Transfer Procedure—Joseph 
E. Williams—332 
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Simplification of Security Transfers by Fidu- 
ciaries—Alfred F. Conard—953 


Stockholder, Creditor and Corporation—Mu- 
tual Protections by Trustees—Franklin O. 
Mann—291 

e 
COSTS 


Attorneys’ and Executors’ Fees in Community 
Property Estate—Cal.—509 

Attorney’s Fees on Construction of Will Al- 
lowable Out of Estate—Colo.—508 

High Cost Factors in Administration (Canada) 
—wW. G. Henderson—548 

Program for Trust Cost Analysis—R. A. 
Knecht—149 

Tort-Uous Path of a Fiduciary—Liability With 
and Without Fault—Hon. Victor R. Hansen 
—766 

Trusi Costs and Income Comparative Survey— 
Federal Reserve Bank of N. Y.—614 

Trusts Not Chargeable with Legal Expenses 
Incurred by Trustee in Defending Miscon- 
duct—Cal.—69 


COUNCILS—Insurance & Est. Planning 


Monthly Feature 


Bar Committee Endorses 
Councils—993 

New Approach to Councils—833 

Why “Estate Planning’ Council ?—Broadened 
Membership Conducive to Closer Collabora- 
tion in Public Interest—David F. Maxwell— 


Estate Planning 


460 
* 
DISTRIBUTION 
Alien’s Right to Inherit Denied Under Ger- 
man Law—Ore.—69 
Ancillary Administrator Must Deliver New 


York Funds to Comptroller where Property 
would Escheat if Transferred to Domiciliary 
Administrator—N. Y.—595 

Determination of Degree of Kinship Entitled 
to Share Husband and Wife’s Property— 


Okla.—1059 
“Iron Curtain” Statute Held Constitutional— 
Mass.—161 


Proceeds of Adeemed Real Estate Pass by 
Residuary Clause—Mo.—820 

Provision Delaying Payment of Legacies 
Pending Location of Foreign Beneficiaries 
Sustained—Tenn.—1150 

-Rights of Inheritance in and Administration 
of Estate of Adopted Child—Cal.—819 

Value of Trust Beneficiary’s Own Estate 
Determines Who Are Heirs Entitled to Re- 
mainder—Mass.—508 


DRAFTING WILLS & TRUSTS 


Drafting Hints to Aid Administration—F. O. 
Shelton—7 

Executor Looks at the Will—Henry W. Brock- 
enbrough—536 

Leaping in the Dark—Adventures with Mari- 
tal Deduction Formulae—Joseph Trachtman 
—922; To Each His Own—A surrebuttal to 
Mr. Trachtman—Paul B. Sargent—933 

Marital Deduction Simplified—New Tax Law 
Permits Portion of Single Trust to Qualify— 
Robert M. Lovell—760 

Pitfalls in Trust Practice—Avoiding Traps in 
Drafting and Administration—Edward C. 
King—364 

Probate Judge’s View of Estate Administra- 
tion—Russell Z. Johnston—192 

Tax Traps in Common Clauses—Wm. J. Bowe 
—912 

Will-Drafting Contest in Kentucky—7 


ECONOMIC & FINANCIAL 


Capitalabor and Economics of Capital— 
Monthly feature 

Price of Financial Independence—Samuel C. 
Waugh—198 

The “Trust” in Our Era—Declaration of Per- 
sonal Independence—George E. Sokolsky— 
189 


White House Letter—Robert Cutler—179 
Who Owns America ?—Keith Funston—219 


Will Sound Money Policies be Continued ?~ 
1953’s Credit and Debt Management Pringj. 


ples Vital—Aubrey G. Lanston—30 
e 


ESTATE ANALYSIS & PLANNING 


Are Your Heirs Will-Conditioned? Planning 
By the Family For the Family—Ear! §, 
MacNeill—216 

Business Interests in Estate Planning—Forum 
—88 

Correcting Joint Property Evils—Five Alterna. 
tive Ways Out and Their Tax Effects—Law. 
rence G. Knecht—8 & 84 

Counsel in Estate Planning—Respective Re. 
sponsibilities of Expert and Non-Expert— 
C. Baxter Jones—417 

Estate Planning in Law Schools—James J, 
Lenoir—990 

How New Tax Law Affects <our Estate Plans 
—J. Seymour Montgomery—976 

How to Arrange Insurance—Its Function in 
Estate Plan—Karl K. Krogue, C.L.U.—448 

Meet “Estate Planning’ the Keyman of the 
Fiduciary Team—Robert A. Jones—271 


. Plan for All the Dollars—Life Insurance Ap. 


proach to Estate Planning—Stuart F. Smith 
—298 

Simon Selfmade’s Purge or The Laying of a 
Ghastly Ghost—Paul B. Sargent—444 & 528 


* 
EXPENSES 


(See Costs) 
a 


FOREIGN TRUST SERVICE 


High Cost Factors in Administration 
ada)—W. G. Henderson—548 

Trends in Canadian Trust Business—K. Burn 
—544 

Trust Business in Canada Over the Past 50 
Years—Reginald S. Anderson—321 

Trusteeship in Canada—Dominion & Ontario 
Associations Foresee Challenging Outlook— 
524 


(Can- 


GIFTS 


Delivery and Acceptance Not Required to Com- 
plete Gift of Registered U. S. Bonds—N. Y. 
—741 

Gifts—Gift Causa Mortis Implied from Cir- 
cumstances—Pa.—425 


GUARDIANSHIP 


Liability of Depositary of Funds—Cal.—1060 
Removal and Appointment of Successor—Ariz. 
—667 


INSURANCE 


Life 
How to Arrange Insurance—Its Function in 
Estate Plan—Karl K. Krogue, C.L.U.—448 
What a Lawyer Should Know About Life In- 
surance Options—Raymond W. Hilgedag— 


900 
* 
INSURANCE TRUSTS 
Business 
Business Insurance Agreement—Entity or 


Cross-Purchase Method ?—Harry S. Redeker 
—386 
Life 
Not Testamentary—Ore.—741 


INVESTMENT POWERS 


Exculpatory Clause Ineffective—Executor Not 
Liable for Disposal of Volatile Stock but 
Breach of Trust to Buy Additional Shares— 
N. Y.—667 

50 Years of Trust Investment—Bascom H. 
Torrance—250 
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INVESTMENTS 


Bonds in Common Trust Funds (listed)—Staff 
Study—630 

Cement Industry—Wilbur E. Higbee—704 

Convertible Bonds—When Are They Attrac- 
tive ?—Roger F. Murray—25 

Current Investment Outlook—Trust Officer 
Panel—118 

Favorite Equities in Canadian Trust Accounts 
—Listed—558 

Favorite Equities in Canadian Trust Accounts 
—1114 

Fifty Favorite Stocks of Investment Compa- 
nies—851 

Glass—Research Means Continued Growth— 
Cyril B. Delgado—379 

Growing Institutional Market—Dr. Douglas H. 
Bellemore—266 

How Institutional Funds are Invested—Staff 
Study—980 

Investment—A Modern Financial Art—Augus- 
tus J. Martin—?62 

Investment in a Dynamic Age—Technical Ap- 
praisal of Industry Research Guides—Don- 
ald R. Gibbons—203 

Investment Policies for 1954—Appraisal by 
Mutual Funds and Investment Consultants— 
34 

Investments of Institutional Investors Mutual 
Fund, Ince., June 30, 1954—629 

Long Index of Mvtual Funds—Monthly feature 

Look to the North for Current and Future 
Investment Markets—Bache & Co.—638 

Machine Tools Offer Tnvestment Attraction— 
Norvin R. Greene—65 

Moody’s Investors Yield Tables—Monthly fea- 
ture 

Motors—Basie Factors in Demand—Roy S. 
Heavner—475 

Mutual Fund Conference—No New 1929 Likely 
—Henry Ansbacher Long—846 

New Styles in Growth Securities—Robert S. 
Driseoll—711 

Non-Ferrous Metals—E. G. Heinbecker—1029 

Sidelights on Institutional Investment — 
Monthly feature 

Steel Industry—Frederick E. Kuhlken—786 

Technical Studies Indicate Sound Stock Mar- 
ket Rise—Edmund W. Tabell—134 

Textiles—Upswing Indicated for Volatile In- 
dustry—H. William Knodel—1106 

“The Big Change’’ in Trust Investment—Ben- 
jamin Strong—1023 

Trust Investments During the Transition Pe- 
riod—Dr. Marcus Nadler—122 

Trustees Largest Investors in Corporations— 
T&E Study—6 


JOINT TENANCIES 


Bank Accounts Pass to Survivor Although Es- 
tate Insufficient ot Satisfy Bequests—Pa.— 
162 

Certificates of Deposit Do Not Pass to Sur- 
vivor—Pa.—1060 

Contract of Sale Severs—Neb.—426 

Form of Joint Savings Bank Account as Prima 
Facie Evidence of Ownership by Survivor 
upon Death of Other Joint Tenant—R. I.— 
820 

Practical, Legal & Tax Problems—A. R. Kim- 
brough—904 


| JURISDICTION 


Action against Trustee Held to Lie Only in 
Jurisdiction Where Situs of Trust Adminis- 
tration is Located—Tenn.—964 

Ancillary Administration—Improvement in 
Probate Procedure—Edward B. Winn—915 

Ancillary Administrator Liable to Creditor to 
Extent of Local Assets—Mass.—426 

Collateral Attack on Probate Decree Denied— 
Minn.—1060 

Control over Shares of Corporation Owned by 
Decedent Domiciled in Another State—U. S. 
Ct. of Appeals—964 

County Court May Not Determine Rights of 
Legatees—Neb.—667 

Executor’s Duties—Conflicting Claims as to 
Domicile—N. Y.—742 

Probate Court Cannot Try Title—Cal.—667 

Probate Court Has Exclusive Control Over 
Controversy Between Administrator and 
Heirs—Cal.—162 

Probate of Lost Will—No. Car.—595 

Situs of Trusts in Conflict of Laws—C. Alex- 

ander Capron—878 





DECEMBER 1954 


Superior Court Has NO Jurisdiction to Pro- 
bate Lost Will—Ga.—163 


LAWS & LAW REFORM 


50 Years of Probate Law—Thomas E. Atkin- 
son—244 

Half Century of Trust Law—William F. 
Fratcher—275 

Significant Trust and Probate Decisions—Har- 
old C. Jesse—944 

State Legislation Affecting Trusts and Estates 
—P. Philip Lacovara—952 
State Legislation Affecting Trusts and Es- 
tates—Staff—506, 592, 664 

Trust and Probate Literature—1953-4—Austin 
W. Scott, Jr.—954 

Uniform Laws to Facilitate Estate and Trust 
Administration Promulgated—829 


LIFE INSURANCE RELATIONS 


The Underwriter on the Team—Robert C. Gil- 
more, Jr.—327 

Trust-Insurance Collaboration—Holgar J. 
Johnson—328 

When the Whistle Blows—Three Stages of 
Game for Underwriter-Trustman Collabora- 
tion—Robert C. Gilmore, Jr.—102 


LIFE TENANT & REMAINDERMAN 


Deficiencies in Payment of Annuity Out of In- 
come During Annuitant’s Life Not to be 
Repaid to Her Estate—Minn.—821 

Division of Stock Split—Pa.—965 

Discretionary Power to Allocate Stock Divi- 
dends Makes Inapplicable N. Y. Statutory 
Provision for Crediting Thereof to Principal 
—N. Y.—164 

Duty of Former to Account to Latter—Burden 
of Proof-—-N. Y.—965 

Executrix Who is Life Tenant Cannot Appor- 
tion Cost of Repairs and Improvement Be- 
tween Herself and Remainderman—Wash.— 
426 

Life Tenant with Power to Sell or Consume 
Held Not Empowered to Make Gift—Tenn.— 
1061 

Remainderman’s Transfer of Interest Bars 
Later Attempt to Renounce—N. Y.—163 

Trustee Surcharged for Selling Savings Bonds 
at Loss for Benefit of Income Beneficiary— 
N.Y.—509 


LIVING TRUSTS 


Declaration of Trust by Trustee—Sufficiency 
of Language Used—Wash.—509 

Declaration of Trust Not Invalid as Testamen- 
tary and May Not be Set Aside in Absence 
of Fraud, ete.—Ark.—426 

Short-Term Trusts—New Tax Law Extends 
Scope of Use—William E. Murray—1078 

The “Trust” in Our Era—Declaration of Per- 
sonal Independence—George E. Sokolsky— 
189 

Trusts Invalid Where Settlor Retained Abso- 
lute Control During His Lifetime—TIIl.—1061 

“Twenty Questions’ Comparison of Revocable 
and Testamentary Trusts—Carl E. Stanford 
—608 


MANAGEMENT 
Personnel 


Personnel—as Expense and as Asset — Editor- 
ial—357 

Personnel—Our Human Assets—Trust Train- 
ing and Education—Joseph T. Keckeisen & 
Warren Smetters—303 

Trust Education in 20th Century—Stetson B. 
Harman—331 


Policies 


Guiding Rules and Practices for Smaller Trust 
Departments—Roy M. Huff—1036 

Hints for Smaller Trust Departments—Panel— 
112 

Our Responsibilities as Trustees—N. Baxter 
Maddox—80 


- 

Staff “Probate” Meetings—1131 

“This Fascinating Trust Business’—Chas. W. 
Hamilton—646 

To Have or Have Not—Establishing and Main- 
taining a Trust Department—Albert Jour- 
neay—456 


NEW BUSINESS 


A Modern New Business Division—From Es- 
tate Planning—Knight Ames & John B. 
Harriman-—756 

A Young Business with a Great Potential— 
Editorial—5 

Can Advertising Get Trust Business Without 
Solicitation 7—Spencer Clinton—655 

Correspondent Trust Service Inaugurated by 
Citizens and Southern National Bank—404 

“Cumulative” Savings and Trusts—Growth 
Related to Objective Accumulation Plans— 
Editorial—517 

Democratizing Trust Service—‘nsurance Trust 
and Common Fund Offer Vehicles for Aver- 
age Estates—E. P. Neilan—294 

Financial Independence for Women — The 
Modern Way of Providing Security—408 

Future of Trusteeship in Non-Metropolitan 
Areas—Russell I. Hess—410 

How to Retain Business of Will File and Trust 
Terminations—Norman E. Walz—1048 

Most Effective Trust Promotions—340 

On the Publicity Front—Monthly feature. 

Right to Publicize and Solicit Fiduciary Ap- 
pointments—Editorial—606 

Self-Pensioning Bills—Earl S. MacNeill—92 


PENSION & PROFIT SHARING TRUSTS 


Balanced Retirement Programs for Small 
Businesses—Curtis R. Henderson—440 
Digests—New monthly feature beginning Oct. 
-—Samuel Ain—836 
Employees’ Trusts Under New Code—Gordon 
T. Wallis—866 
New Look in Employee Trusts—Drastic 
Changes Contemplated by Revenue Bill—360 
Pension Research Council Formed—576 
Pension Trusts for Millions—Social and Eco- 
nomic Significance—Wallis B. Dunckel—284 
Regulation of Pension and Profit Sharing 
Trusts—Gordon T. Wallis—942 
Self-Pensioning Bills—Earl S. MacNeill—92 
The New Tax Law—Pension, Profit-Sharing & 
Bonus Plans—Herman C. Biegel—731 
Whither Pensions? Increased Productivity Key 
to Rising Retirement Costs—G.. Warfield 
Hobbs, Il1I—612 


PERPETUITIES 


Conclusive Presumption of Possibility of Chil- 
dren Renders Trust Invalid—Ga.—509 

Excision of Third Measuring Life to Validate 
Trust—Acceleration of Remainders—N. Y.— 
821 

Humanizing Rule Against Perpetuities—Mass. 
—Guy Newhall—724 

Indefiniteness of Beneficiaries Invalidates 
Trust—Ky.—510 

Living Trust Cannot be Reformed to Exclude 
Invalid Disposition—No. Car.—510 

New Massachusetts Law Analyzed—Charles 
Looker—941 

Provision to Pay Share of Business Income 
Not Violative of Rule—Conn.—427 

Remainder to be Held in Trust Until Remain- 
derman Attains Age 28 Valid Only During 
Remainderman’s Minority—N. Y.—69 

Restraints on Alienation Invalid—-Wash.—668 

Trust Not Violative of Rule—Ore.—1151 

Trust to Last at Will of Trustee is Void—Tex- 
as—427 


POWERS OF APPOINTMENT 


Exercise Not Conditioned on Survival—Pa.— 
428 

General Power Held Absolute Gift—Tenn.—668 

Law of Donor’s Domicile Controls as to Valid- 
ity of Appointed Interests and Payment of 
Death Taxes—Marshalling of Assets to Vali- 
date Appointed Trust—N. Y.—428 

Limitation on Doctrine of Relating Back— 
N. Y.—428 


1157 











New Regulation on Powers of Appointment— 
Richard J. Turk, Jr.—752 

Power Not Exercised by a Residuary Clause— 
Tll.—965 


POWERS 
Foreign 
Foreign Bank Not Named in Will Prohibited 
from Acting as Testamentary Trustee—N. J. 
—821 
Foreign Trustee Cannot Convey Land Without 
Authority of Other State—Tax Exemption 
of Charitable Corporation—Mass.—668 
Non-resident Bank May Act as Ancillary Ad- 
ministrator—N. Mex.—70 
Rights of Foreign Trust Companies—75 


POWERS 
Limitations 


Amendment to Withdraw Trust Assets Held 
Within Scope of Power—Mass.—595 

A Trustee’s Discretion—Legal and Tax Conse- 
quences of Exercise—Walter L. Nossaman 
—794 

Authority of Personal Representatives to Exe- 
cute Deeds—Ancillary Proceedings—Colo.— 
742 

Authority to Invade Principal Construed to 
Permit Complete Payment—N.Y.L.J.—596 

Continuation of Powers After Termination of 
Trust—N. Y.—428 

Grant of Absolute Discretion Nullifies Earlier 
Inference that Limited Discretion was In- 
tended—N. Y.—742 

Remaining Executor’s Power to Sell Real Es- 
tates—Maine—70 

Right of Taker in Default of Appointment to 
Sue for Breach of Duty of Loyalty—Cal.— 
669 

Trustee Ordered to Cancel Lease Extending 
Beyond Duration of Trust—Tenn.—1151 

Trustee with Broad Powers Could Fix Prices 
of Assets—U. S. Ct. of Appeals—1061 

Undivided Loyalty—Fiduciary Absolved Where 
Testator Must Have Realized Possible Con- 
flict of Interests—Pa.—1152 


* 
PUBLIC RELATIONS 
Bank & Trust 
Bank of America Celebrates Semi-Centennial 
—81l 


Building a Better Country—Trusts for Com- 
munity and Youth of Tomorrow—Ralph 
Hayes—180 

Business Development and Advertising Confer- 
ence (A.I.B. Highlight)—David T. Scott— 
620 

Democratizing Trust Service—Insurance Trust 
and Common Fund Offer Vehicles for Aver- 
age Estates—E. P. Neilan—294 

First. Cooperative Bank Forum on Estates— 
California—522 

Forums News—Monthly feature (On the Pub- 
licity Front) 

From Sheepskin to Banking—Union Bank & 
Trust Co. of Los Angeles 40th Anniversary 
—659 

Hints on Public Relations—FPRA Convention 
Offers Constructive Program—1042 

Modern Trusteeship as Patron of the Arts and 
Sciences—John W. Remington—242 

Public Relations Comes of Age — Develops 
Techniques, Leadership and Literature—Ed- 
win V. Mack—398 

Public Relations for Profit—J. E. Drew—1136 

Public Relations in Action—Penna. Bankers 
Assn.—657 

Trust Advertising Through the Years—Merrill 
Anderson—306 

Whither Finance Forums ?—Nancye B. Staub 
—462 


Business 


The Role of Financial Relations—Joachim Sil- 
bermann—1004 

Today’s Leaders and Tomorrow’s Heritage— 
Editorial—436 


REAL PROPERTY 


Alien Cannot Take Devise or Proceeds of Sale 
—Conn.— 1062 


1158 


Deed from One Tenant by Entirety to Other 
Held Valid—Tenn.—742 

Vesting of Remainders Determined at Death 
of Life Tenant—Tenn.—822 


REGULATION & SUPERVISION 


Trust Exa.ninations—Development of Super- 
visory Protection for Better Service—Robert 
C. Masters—280 

Trust Growth and Federal Supervision—L. A. 
Jennings—330 

Uncle Sam, Trustee—1138 


REVOCATION & TERMINATION 


Execution of Separation Agreement by Testa- 
tor and Wife Subsequent to Execution of 
Will Held Not Revocation as Matter of Law 
—Tenn.—966 — 

Interlineations in Will Do Not Effect Revoca- 
tion—Ind.—596 

Subsequent Settlement Agreement Does Not 
Revoke Will—Cal.—669 

T rmination of Trust Denied Despite Consent 
of Beneficiaries—Pa.—1063 

Testamentary Trust Can be Terminated De- 
spite Incapacity of Distributee—II]1.—670 

Trust Ended for Failure to Accomplish Pur- 
pose—Okla.—742 

Will Impliedly Revoked Upon Divorce and Re- 
marriage of Wife Accompanied by Property 
Settlement—Tenn.—1152 

Will Not Revoked by Marriage—Wash.—822 

Will Revoked by Marriage not Republished by 
Codicil—Cal.—1152 


SPENDTHRIFT TRUSTS 


Creditor May Reach All That Trustee Can Pay 
to or for Settlor—Mass.—429 


SPOUSE’S RIGHTS 


Allowance to Family in Discretion of Court— 
Wash.—71 

Business Assets—Widow May Not Elect 
Against Will Though Assets are Principally 
in Estate Corporations and Reinvestments 
are Limited to U. S. Bonds — Duties of 
Trustees in Management of Estate Corpora- 
tions—N. Y.—1153 

Court May Elect on Behalf of Incompetent 
Husband after His Death—Kans.—597 

Desertion for Less Than Year Does Not Bar 
Right of Election—Pa.—164 

Effect of Widow’s Election on Shares of Resi- 
due—Pa.—1062 

Election Where Charitable Remainder Void— 
Pa.—71 

Guardian of Incompetent Widow Not Permit- 
ted to Elect Against Will—Factors Consid- 
ered—Okla.—164 

Right of Widow’s Personal Representative to 
Elect Against Will—Cal.—165 

Right to Family Allowance Not Vested Inter- 
est—Cal.—743 

Testator Cannot Defeat Widow’s Right of 
Election by Bequeathing Statutory Share 
with Expenses of Maintenance—N.Y.—823 

Voidable Marriage Not Subject to Contest by 
Heirs After Death of Intestate—Ark.—70 

Widow Entitled to Family Exemption Out of 
Any Property Selected—Penn.—596 

Widow Entitled to Statutory Share of Illusory 
Trust—Utah—1062 

Widow Forfeits Second Year’s Support by Con- 
testing Will—Ga.—597 

Widow Having Set Apart to Her Alone Prop- 
erty as Year’s Support May Dispose of it 
Without Restriction—Ga.—429 

Widow Not Permitted to Impeach Antenuptial 
Agreement—Pa.—71 

Widow Who Failed to Dissent from Will of 
Her Husband Not Entitled to Share in Inte- 
state Property—Tenn.—743 

Widow’s Distributive Share Computed After 
Deduction of Federal Estate Tax—Marital 
Deduction Irrelevant—Mich.—1158 

Widow’s Right to Family Allowance not Vest- 
ed Interest—Cal.—71 

Widow’s Statutory Allowance Not Subject to 
Inheritance Tax—Ind.—165 


Wife Could Not Deprive Husband of Share of 
Workmen’s Compensation Award—Ky.—519 


Year’s Support Barred by Separation Agreg 
ment Providing Widow with Permanent Ajj. 
mony—Ga.—1062 


STATISTICS 
Historical 

From Kings to Corporations—Origins of Wills 
and Trusts—Louis S. Headley—230 

Oldest Existing Trust Institutions (Geographi. 
eal list)—317 

Origins and Purposes of “Trusts and Estates” 
and Relationship to Trust Division, A.B.A— 
173 

Trust Officer’s Day in 1904—Franklin B. Kirk. 
bride—185 

Ye Beginnings of Trust Companies—Study of 
Early Records in the United States—G., T, 
Stephenson—312 


Trust Funds 


California, Nebraska, Ohio Report Trust As | 


sets—541 

Canada’s Trust Companies Comment—551 

Connecticut Trusts Up 3.7%—433 

50 Years of Trust Growth—320 

Illinois Trust Assets $9.8 Billion at 1952 Year. 
End—6 

Maine Trust Assets Up 3.86%—988 

National Bank Trust Assets Up 9%—Comp. 
troller of the Currency Report—792 

Pennsylvania Trusts Up 183%—4387 

Trust Assets, Earnings Rise in North Carolina 
—7T 

Trust Assets, Earnings in State Banks and 
Trust Companies—Cal., Md., Ohio, Ore., Pa, 
—793 

Trust Business Boomed in 1953—Staff Study— 
393, 496 & 579 

Volume of Trust Funds Administered by Cana- 
dian Trust Companies (list)—525 


SUCCESSOR FIDUCIARY 


Successor Trustees Possessed Same Powers ss 
Original Trustees—Minn.—346 


TAXATION 
Estate & Inheritance 


Allocation Clause Inapplicable Where Will is 
Revoked by Marriage—Pa.—429 

Allocation Where Residuary Beneficiaries Also 
Received Devise—Pa.—966 

Allowance Payable to Widow under Option 
Elected by Member of New York City Em 
ployees’ Retirement System is Taxable—- 
N. Y.—967 

Apportionment——Computation of Spouse’s Elec 
tive Share Against Will—Marital Deduction 
—N. Y.—966 

Apportionment of Estate Taxes Where Part of 
Non-Marital Deduction Share Passes t0 
Charity—N. Y.—429 

Apportionment Rule of Decedent’s Domicile 
Denied Effect in Foreign Jurisdiction— 
Minn.—743 

Beneficiaries of Annuity Chargeable with Pr 
Rata Share of Tax—Allocation Clause Inap 
plicable—Mo.—670 

Clause Reformed by Court to Express True 
Intent—Pa.—823 

Commonwealth Has Burden of Proving Time 
of Day Tax Law Was Signed—Pa.—743 

Deduction Denied for Amount Bequeathed to 
Satisfy Obligation to Support Adult Child 
Founded upon Separation Agreement—N. Y. 
—822 

Direction Against Apportionment Must be 
Clear—Widow’s Right to Benefit of Marital 
Deduction—N. Y.—822 

Estate and Gift Tax Changes—J. Nelson 
Young—858 

Exclusion for Community Property Transferred 
to Inter Vivos Trusts is Limited to Half— 
Cal.—967 

Executor is not “Person Aggrieved” by Inheri 
tance Tax Assessment—U. S. Ct. of AD 
peals—71 

Exemption of Charitable Bequest to Foreig? 
Corporation—Reciprocity—Cal.—166 

Insurance Company Not Required to Pay Part 


TRUSTS AND EsTATES 
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of Tax Attributable to Non-Refund Single 

Premium Annuity—N. Y.—671 

Oil and Gas Lease :is Incorporeal Interest Not 
Subject to Tax by Local State—Kans.—967 

Refund of Annuity Purchased by Employer 
Under a Retirement Plan Taxable to Bene- 
ficiary of Deceased Employee as Transfer 
Effective at Death—N. J.—597 

Requirement of Indefeasible Vesting—N. Y.— 
1155 

Residuary Legacy to Charity Must Bear Share 
of Tax—Pa.—429 

The New Tax Law—Estate and Gift Taxes— 
W. L. Nossaman & Jos. L. Wyatt, Jr.—684; 
Estates of Nonresident Aliens—Leroy E. 
Rodman—736 

Transfers of Community Property by Inter 
Vivos Trust—Cal.—165 ; 

Transfer Tax Refunds—New York’s Two-Year 
Limitation Presents Opportunity for Fidu- 
ciaries—Joseph F. McCloy and Esther Glantz 
—1084 

Widow’s Distributive Share Computed After 

Deduction of Federal Estate Tax—Marital 

Deduction Irrelevant—Mich.—1153 


General 

A Trustee’s Discretion—Legal and Tax Conse- 
quences of Exercise—Walter L. Nossaman— 
794 

Correcting Joint Property Evils—Five Alter- 
natives Ways Out and Their Tax Effects— 
Lawrence G. Knecht—8 & 84 

Federal Tax Notes—Samuel J. Foosaner— 
Monthly feature 

Fifty Years of Fiduciary Taxation—Charles L. 
B. Lowndes—208 


Gift 
Estate and Gift Tax Changes—J. Nelson 
Young—858 
Insurance to Mistress Taxed as Gift by Wife— 
75 


Life Insurance and Gift Tax—Common and 
Uncommon Transactions—Philip J. Erbacher 
—616 

The New Tax Law—Individual Income & In- 
surance—S. J. Foosaner—680; Estate & Gift 
Taxes—W. L. Nossaman & Joseph L. Wyatt, 
Jr.—684; Estates of Non-resident Aliens— 
Leroy E. Rodman—736 

Timeliness of Assessment—Taxpayer’s Remedy 
—Colo.—597 


Income 


Accumulation Trusts and the Throwback Rule 
—Lloyd W. Kennedy—864 

Domicil—Where Mother Has Custody of Chil- 
dren Domicil Follows Hers—Mass.—346 

Escape From the $600 Tax Trap—Dwight Rog- 
ers—12 

Panel on 1954 Tax Law—870 

Redemption of Stock—New Rules to Meet 
Death Taxes and Expenses—Stephen T. Dean 
& John B. Leake—772 

Short-Term Trusts—New Tax Law Extends 
Scope of Use—William E. Murray—1078 

The New Tax Law—Estate and Trust Income 
—George Craven—688; ‘Clifford’? Trusts— 
Henry Cassorte Smith—729 

Transferee Income Tax Liability of Life In- 
— Beneficiaries—Milton I. Baldinger 
—1093 


WEALTH & PROPERTY RIGHTS 


Famous Fortunes—Where They Came From 
and Where They Went—The Astors—234 
Inheritance and Property Rights—Social, Eco- 
nomic, Legal and Religious Bases—Max 

Rheinstein—223 


e 
WILLS 
Construction 
Bequest to Heirs Divided Per Capita—Neb.— 
598 


Bequest to Group of Named Individuals Held 
Not to Constitute Class Gift—Tenn.—511 
Bequest to Life Tenant Gives Only Right to 
Income—Mass.—744 

Bequest of <ntestate Share to Widow May Not 
be Varied by Extrinsic Evidence—Wis.—166 

Common Disaster—Me.—430 

Death Without Issue Referred to Predeceasing 
Testator—Ind.—430 

Distribution of Lapsed Share of Residue—Pa. 


—744 
Distribution Per Stirpes and not Per Capita— 
Penna.—671 


Dividends on Annuities Go to Residuary Lega- 
tees—N. Y.—598 

Division of Trust Remainder ‘Per Stirpes’’— 
Mo.—967 

Extrinsic Evidence Admissible to Clarify 
Meaning of ‘“Heirs’—Mich.—599 

Extrinsic Evidence Admitted to Identify Lega- 
tee—Cal.—431 


Fee Simple Conditional Abolished by Implica- _ 


tion—Colo.—599 

Implied Gift Passes to Issue of One of Two 
Life Tenants—Pa.—511 

Lapsed Bequests—Purpose of Will is to Avoid 
Provisions of Statute of Descent—U. S.— 
1063 

Legacies Held Specific and Adeemed—Cal.— 
1154 

Life Tenant with Power of Sale—Proceeds to 
Remaindermen—Nebr.—823 

Maintenance of Home by Trust—Ga.—823 

Meaning of “Remaining” Kin—Ind.—824 

Meaning of “To A or His Heirs by Right of 
Representation’’—Mass.—823 

Meaning of Words “Personal Things’—Cal.— 
600 

Remainder Interests Not Nullified by Death of 
Life Beneficiary Prior to Testator—Cal.— 
824 

Rule in Shelley’s Case Inapplicable—No. Car. 
—600 


Mutual & Contractual 


Revocation by Second Decedent Permitted— 
Calif.—511 

Suit Lies to Enforce—Neb.—511 

Trust Impressed on Wife’s Estate to Carry 
Out Terms of Joint Will—N. J.—430 

Trust Impressed on Wife’s Estate to Carry Out 
Terms of Mutual, Reciprocal Wills—N. J.— 
166 

Witnesses Must See Testator Sign—Wash.— 
1063 


Probate 


Admission Denied Where Decedent Signed Will 
Intended for His Wife and Vice Versa—N.Y. 
—T2 


Agreement to Bequeath—Okla.—431 

Agreement to Devise Enforceable by Third 
Parties—Okla.—671 

Amendment to Will Protest Not Barred by 
Statute of Limitations—N. Mex.—431 

Contest Dismissed Where Contestants Had No 
Interest Under Prior Will—Ore.—824 

Document Qualifying as Valid Will in State 
Where Executed Held Entitled to Probate 
at Decedent’s Domicile—Tenn.—1063 

Duplicate Executed Will Admitted Although 
Original not Found—Wis.—72 

Expert Testimony on Hypothetical Question 
Disregarded—Ariz.—512 

Execution of Will by Blind Person—IIl.—672 

Extrinsic Evidence Admissible to Show Testa- 
mentary Nature of Document—Pa.—167 

Foreign Will May be Admitted Although In- 
valid Locally—Colo.—167 

Foreign Will Properly Probated in Another 
State Not Subject to Contest—Tenn.—1154 

Holographic Signature of Testator May Ap- 
pear Anywhere—Cal.—968 

Instrument Appointing Executors Admitted to 
Probate Although No Effective Disposition 
of Property is Made—Texas—600 

Instrument Partially Admitted to Probate— 
N. Y.—512 

Legatee May Not Contest Without Tendering 
Bequest—Ariz.—744 

Mental Incompetency Before and After Will 
No Bar to Validity—Ark.—968 

Notice by Publication Not Invalid Under Mul- 
lane Case—Charitable Trust Not Void for 
Charging Interest—Iowa—167 ne 

Petitioner May Refute Charge of Undue In- 
fiuence Without Filing Answer—Ariz.—672 

Post-Testamentary Statement of Testator to 
Show Intention in Tearing Will is Admis- 
sible—U. S. Ct. of Appeals—1154 

Presumption That Will Not Found Has Been 
Revoked—Mass.—167 

Setting Aside Probate of Will Revoked by 
Marriage Not Barred by Limitation of Time 
for Contesting Will—Wash.—431 

Sufficiency of Proof of Lost or Destroyed Will 
—Wash.—168 

Testimony Required on Probate of Lost Will— 
Ariz.—432 

Validity of Will Not Destroyed by Failure of 
Subscribing Witnesses to Recall Details of 
Execution and Attestation—Tenn.—432 

Will Contest Procedures—Edward B. Winn— 
918 


Prominent & Unusual 


Where There’s a Will—F. Frazier Jelke, Aug- 
ustus Van Horne Stuyvesant, Jr., George H. 
Clark, Royal Meeker—56; Robert A. Taft— 
76; G. Munroe Hubbard, Louis deKoven 
Bowen, Frank Jewett Mather, Jr.—155 ; John 
Tod—345; Dr. Edward H. Cary, Carl E. 
Wickman, Alfred S. Rogers—420; Mrs. Wm. 
Butterworth, Mrs. Joe E. Fetter—592; Jos- 
eph A. Galvin, Ernest Gallaudet Draper, 
William E. Burnet—666; Howard S. Reeser 
—679: David McCahan—815; George Maur- 
ice Morris, W. L. Moody, Jr., Edward Flynn 
—1052; William H. Harkness, Gordon C. 
Leitch, Grantland Rice, William D. Me- 
Adams, Arthur Pryor, Jr.—1144 


ADVERTISERS IN TRUSTS and ESTATES 1954 


During 1954 the following institutions and organizations advertised in Trusts AND Estates. 


BANKS and TRUST COMPANIES 


Administration and Trust Co., Montreal_ 549 
American Natl. Bank & Trust Co., 


ETRE: Pee yi OV SORES _ 891 
American Security & Trust Co., 

We 987 
American Trust Co., Charlotte 1137 
American Trust Co., San Francisco ___ 1007 


Atlantic National Bank, Jacksonville _. 305 
Anglo California Natl. Bank, 


Saale NNN hte osha a te 1127 
Bank of America, San Francisco ____. 997 
Bank of California, San Francisco 1008 


Figures indicate page number of latest insertion. 


Bank of New York, N. Y. C. —._.___.__.__ 1136 
Demers Treat Co. N.Y. C. 979 
Berks Title Insurance Co., Reading 902 
Birmingham Trust National Bank ___. 738 
Boston Safe Deposit & Trust Co. 963 
Brown Brothers Harriman & Co., 

es ee ane a ee a 867 
California Trust Co., Los Angeles _.___. 730 
Canada Permanent Trust Co., Toronto __ 817 
Canada Trust Co., London, Ont. _._..__... 546 
Central National Bank, Cleveland 754 
Central Trust Co., Cincinnati —__. 903 






Chase National Bank, N. Y. C. __._______.1105 
Chemical Corn Exchange Bank, N. Y. C.. 970 






Chicago Title & Trust Co. — 1082 
Citizens & Southern Natl. Bank, Atlanta_1040 
Citizens Fidelity Bank & Trust Co., 


Deere: so a ee 
Citizens Natl. Trust & Savings Bank, 
Teh Fue nn re 1027 


City Bank Farmers Trust Co., N. Y. C. _1077 
City Natl. Bank & Trust Co., Chicago ___. 1079 
City Natl. Bank & Trust Co., 


BIN SIE ceiecseticctniehlinmsictonsnstsiniiela _-1037 
Chocelaiedl Temit: (ei 1094 
Commerce Union Bank, Neshville 70 
Continental Illinois National Bank & 

Trust Co., Chicago 1099 


1159 





















































































Crocker First National Bank, 
pee eee _. 468 
Crown Trus: Company, Ltd., Toronto 


Delaware Trust Co., Wilmington 

Deposit Guaranty Bank & Trust Co., 
ESE a ea eee ._ 762 

8 Ss a 1129 


Equitable Security Trust Co., 
PO 1127 


Fidelity-Baltimore Natl. Bank 

I 887 
Fidelity-Philadelphia Trust Co. —____ 1009 
Fidelity Trust Co., Pittsburgh 
Fiduciary Trust Co., Boston 
Fiduciary Trust Co., N. Y. C. —_-__ 
Fifth Third Union Trust Co., Cincinnati_1081 
First American Natl. Bank, Nashville _.. 130 
First & Merchants Natl. Bank, Richmond 954 
First National Bank, Atlanta _...._>—S— sé 
First National Bank, Baltimere 
First National Bank, Birmingham ___. 880 
First National Bank, Chicago __.1068 
First National Bank, Dallas __. 1153 
First National Bank, Fort Lauderdale __ 928 
First National Bank, Memphis 
First National Bank, Kansas City 
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TRUST COMPANY 


New Englana’s 
Largest Corporate Fiductary 





Add him.....'.....save tume 


DD a Connecticut General representative 
* *9 your conference table and save time. 
He can help you with up-to-date facts and 
information in the whole broad field of personal 
and estate insurance, business insurance and 
pension plans. 
Trust officers, accountants and attorneys 
make use of his experience. 
His thorough, analytical approach can help 
solve any of the problems which relate to the 


accumulation or distribution of an estate. 
His wide contacts and activity may be a 
source of new business to you. 
For further information, write Connecticut 
General Life Insurance Company, Hartford. 
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